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ABSTRACT
Underpricing remains a prevalent phenomenon in initial public offerings (IPOs) in Indonesia. Despite global
and national economic uncertainties, statistical data from the Indonesia Stock Exchange (IDX) reveal
significant growth in both the investor base and the number of IPOs during the 2020-2024 period. This study
aims to identify the determinants of underpricing for companies that conducted IPOs on the IDX between
2020 and 2024, with auditor reputation serving as a moderating variable. This quantitative research employs
Signaling Theory to analyze the informational cues available during and after the IPO process. The
independent variables examined in relation to underpricing include Return on Assets (ROA), Debt to Equity
Ratio (DER), Earnings Per Share (EPS), and Firm Size, with Auditor Reputation incorporated as a moderating
variable to assess its influence on the relationships. The study’s population consists of firms that completed
IPOs on the IDX from 2020 to 2024. A purposive sampling technique was utilized, resulting in a final sample
of 177 companies. Data analysis was conducted using SPSS software, specifically applying the Moderated
Regression Analysis method. The findings offer empirical evidence that DER has a significant effect on

underpricing. In contrast, ROA, EPS, and Firm Size do not exhibit a statistically significant impact on
underpricing. Furthermore, statistical tests indicate that Auditor Reputation does not enhance the moderating
effect of ROA, DER, EPS, or Firm Size on underpricing.
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INTRODUCTION

The capital market has an important role for the Indonesian economy as one of the
sources of corporate funding, where the amount of funds invested reflects investors' optimism
about the company's performance. Throughout 2020-2024, Indonesia's capital market will
experience significant dynamics influenced by various external factors including the Covid-19
pandemic and the domestic political situation. Although the pandemic had caused economic
uncertainty and encouraged investors to choose to hold cash rather than invest in risky assets
(Wenno, 2020) , data from KSEI shows a very positive increase in the number of capital market
investors from 3.88 million in 2020 to 14.87 million in 2024. Digital transformation has also
driven investor growth by providing easier access to the capital market through online
investment platforms, while the number of companies conducting IPOs has also experienced
an increasing trend from 50 companies in 2020 to a peak of 78 companies in 2023, although it
drops to 41 companies in 2024.

In the context of an PO, the prospectus is a document required by the OJK based on
POJK No. 8/POJK.04/2017 which contains detailed information on the company's financial
condition, business plan, management, and risk factors. However, information asymmetry
persists when there is an information imbalance between the IPO company and the investors,
where the company usually has a deeper understanding of the performance and future prospects
than the investor. This condition can cause the phenomenon of underpricing, overpricing, and
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truepricing (Otoritas Service Finance Republic of Indonesia, 2017) (Lindrianasari et al.,
2023) , where underpricing refers to the phenomenon of IPO prices that are much lower than
the transaction price recorded in the initial public offering (Zhou et al., 2020). Although
underpricing can be detrimental to the company due to the potential for insufficient funds, Yao
(2024) it argues that in the context of an IPO full of uncertainty, a little underpricing can be a
strategic tool to build market confidence.

This research refers to the Signaling Theory which explains that companies can reduce
information asymmetry by providing clear and credible signals to investors through IPO
prospectuses (Bergh et al, 2014). Various factors in the company's prospectus are considered
by investors before deciding to buy IPO shares, including financial ratios such as Return on
Assets (ROA) which shows management's efficiency in managing assets to generate profits,
Debt to Equity Ratio (DER) which reflects the level of financial risk of the company, and
Earnings Per Share (EPS) which shows potential profits for shareholders. In addition, the size
of the company and the reputation of the auditor are also important factors, where large
companies generally have better transparency so as to reduce information asymmetry
(Lindrianasari et al., 2023; Sunarko & Rasyid, 2023; Rafieldy & Yusrialis, 2023; Solida et al.,
2020) while auditors with a high reputation give investors more confidence in the fairness of
the data in financial statements (Permadi & Yasa, 2017).

Previous empirical studies on the factors that influence stock underpricing have shown
inconsistent results. Several studies have found that ROA has a positive effect on underpricing
because companies with high ROA provide positive signals about profitability and future
prospects (Murtini et al., 2024; Rossovski et al., 2024; Sunarko & Rasyid, 2023), but other
studies concluded that ROA has no effect on underpricing (Dwi Perkasa & Maiyaliza, 2024;
Safitri & Marsono, 2022). Similarly, with DER, the majority of studies have found that DER
has no effect on underpricing (Dwi Perkasa & Maiyaliza, 2024; Isynuwardhana & Febryan,
2022; Lindrianasari et al., 2023), although some have found a positive influence (Dwi Perkasa
& Maiyaliza, 2024). For EPS, the research of Khatimah & Khalid (2024) and Darryl &
Yusbardini (2023) showed a significant influence on underpricing, while Sunarko & Rasyid
(2023) found the opposite result. The inconsistency of the results of this study, especially in
the context of the pandemic period that has not been widely researched as stated by Zhang &
Neupane (2024) which only examined 32 countries, shows the need for further research to
understand the dynamics of IPO underpricing in uncertain market conditions.

Many research results support the conduct of this research, but on the other hand, some
studies actually show results that are contrary to the results of previous research. Research on
the influence of Return on Assets (ROA), Debt to Equity Ratio (DER), Earning per Share
(EPS), and company size on underpricing rates has been conducted by many previous
researchers. However, the results of these studies still show inconsistencies. This inconsistency
shows that the phenomenon of underpricing is still relevant and interesting to be studied further,
therefore it is necessary to have a moderation variable that can clarify or strengthen the
relationship between independent variables and underpricing, so that it is expected to provide
more comprehensive and accurate findings.

Permadi & Yasa (2017) In his research that examines the influence of financial
information in prospectuses on the underpricing level of initial shares, the auditor's reputation
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is used as a moderator. This is because a well-behaved auditor will certainly audit financial
statements so as not to mislead users. Auditor reputation is used as a moderation variable
because it can strengthen investors' confidence in the validity of financial data used to assess
IPOs, thereby strengthening the influence of financial factors such as ROA, DER, and EPS on
underpricing. Highly reputable auditors such as KAP Big 4 become external parties that
provide verification and assurance of financial data. These factors provide a reflection of the
value of the IPO through the investor's assessment of the prospect of the company going public
(Bertoni et al., 2022) .

This research raises the phenomenon of an increasing number of investors and companies
conducting IPOs amid global and national economic uncertainty throughout 2020-2024,
including the pandemic and elections. On the other hand, /PO underpricing still occurs
frequently even though the availability of information through prospectuses has been formally
regulated by regulators. This study seeks to examine how the information contained in the
prospectus, both accounting and non-accounting, can influence investor decisions and
underpricing rates. Highlighting the context of Indonesia as a developing market that is
undergoing a digital transition and the growth of retail investors, this study provides a relevant
perspective on the dynamics of the capital market post-pandemic. The results of the research
are expected to make practical and theoretical contributions in understanding the role of IPO
information on the efficiency of stock prices in the primary market.

Based on the above background, it is necessary to conduct a study to find out the factors
that affect the Initial Public Offering (IPO) during the 2020-2024 period with the reputation of
auditors as a moderator. The author became interested in conducting a similar study with the
title Factors Affecting the Underpricing of Shares of Companies That Conduct /nitial Public
Offerings with the Auditor's Reputation as a Moderator.

RESEARCH METHODS

This study uses a quantitative approach with a descriptive method that aims to analyze
the OILNERGY-2 oilfield investment project using traditional Net Present Value (NPV) and
Real Options methods. The data used are secondary data in the form of economic information
on the project, oil price assumptions, production data, operational costs, and other financial
parameters obtained from the "Project Economics of OILNERGY-2 Field Plan of
Development" document and literature sources related to the Indonesian petroleum industry.

This research data is secondary quantitative data sourced from the OILNERGY-2 field
development project report, historical data on world oil prices from Berry Petroleum Online,
the terms of the Production Sharing Contract (PSC) between Pertamina and the contractor, and
supporting literature on the Real Options method and the petroleum industry. The data
collected included oil production projections per year, oil price assumptions of US$18/barrel,
operating and capital cost components, profit sharing provisions, First Tranche Petroleum
(FTP), Cost Recovery, and project volatility parameters.

Data collection was carried out through a documentation method by studying and
analyzing OILNERGY-2 field development project documents, project economic reports,
historical data on international oil prices, and regulations and terms of profit-sharing contracts
in the Indonesian oil and gas industry. Project volatility data was obtained based on
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management's estimate of 0.25 per annum given the limited access to the Monte Carlo
simulation program for more accurate volatility calculations.

Data analysis uses two main approaches, namely the traditional NPV method and the
Real Options method with the Binomial Model. The traditional NPV analysis is carried out by
calculating the net present value of the project's cash flows for 9 years for the base case and 10
years for the expanded case using a discount rate of 15% as the company's cost of capital. The
calculation components include Gross Revenue, First Tranche Petroleum (FTP) of 15% of
gross revenue, Cost Recovery, distribution of oil profits with a ratio of 67.5% for contractors
and 32.5% for the government, and Domestic Market Obligation (DMO) in a given year.

The Real Options method uses the Four Step Approach developed by Tom Copeland and
Vladimir Antikarov with the Binomial Model to calculate the value of management flexibility.
The first step is to determine the project's NPV as the underlying asset. The second step
involves calculating the volatility of the project and the formation of an event tree with the
parameters of up movement (u) = ¢ (c\T/n) = 1.133148 and down movement (d) = 1/u =
0.882497, where 6 = 0.25/year, T = project life, and n = number of periods. The risk free rate
used is 5% per year with a continuously compounded nature.

The third step is to determine the optimal payoff on each endpoint (end nodes) using the
MAX [Vt, X] criteria for each option. For Option to Abandon, the exercise price is set at
US$8,000,000 which is the estimated selling price of the field. For Option to Expand, the
exercise value is calculated as the value of the project minus an additional investment cost of
US$1,700,000 to install water injection and extend the life of the project from 9 to 10 years.
The fourth step involves the formation of a replicating portfolio by calculating the number of
units underlying risky asset (m) and risk-free bond (B) using the equations m = (Cu -
Cd)/[VO(u-d)] and B = [uCd - dCu]/[(1+rf)(u-d)], then performing a backward calculation from
the end nodes to the initial node to get the total value of the option.

Objective probabilities are calculated using the triangularity between probabilities, cost
of capital, and expected payoff with the equation 1 = p.u.e”(-kt) + (1-p).d.e”(-kt), which results
in p =0.621245 and (1-p) = 0.378755. The analysis of the option combination was carried out
by comparing the values of the three decision alternatives (Go/Unexercise, Abandon, Expand)
mutually exclusive on each node to determine the optimal decision that provides the highest
payoff. All calculations are performed using Microsoft Excel to ensure accuracy and
consistency in processing complex numerical data.

RESULTS AND DISCUSSION
Data Analysis and Hypothesis Testing

The purpose of this study is to find out the factors that affect stock underpricing by using
the reputation of the auditor as a moderation variable. The hypothesis testing of this study uses
descriptive statistics, classical assumption tests, and hypothesis tests. Before starting this data
processing, the researcher first calculated the underpricing of shares (Y), ROA (X1), DER
(X2), EPS (X3), Company Size (X4), and coded the Auditor Reputation variable to convert
qualitative funds into numerical forms that could be analyzed statistically. The data of this
study was calculated with the help of the IBM SPSS version 27 program. The following are
the stages in data analysis and hypothesis testing in this study:
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Descriptive Statistical Analysis

Descriptive statistics provide an overview or description of a data such as minimum
value, maximum value, mean value , and standard deviation resulting from research variables.
The table below is the result of descriptive statistical analysis of the variables used in this study:

Table 1. Descriptive Statistical Analysis Results

N Minimum Maximum Average Standard deviation

X1 177 -0,39 0,57 0,0548 0,09423
X2 177 0 71,29 1,6295 5,51727
X3 177 -24,85 8200,89 63,2654 618,67207
X4 177 20,49 33,15 26,353 1,85153
V4 177 0 1 0,07 0,262
Y 177 1 140 39,86 28,858
Valid N (listwise) 177

Source: Processed secondary data (2025)

Based on the results of descriptive statistical analysis of 177 companies that were the
research sample, each variable in the sample showed varying results. The lowest underpricing
value was obtained from PT Diamond Citra Propertindo Tbk (DADA) which conducted an [PO
on February 14, 2020, while the highest underpricing value was obtained by PT Royaltama
Mulia Kontraktorindo Tbk (RMKO) which conducted an IPO on July 31, 2024. The statistics
show that the magnitude of underpricing values in the study sample is in the range of 1 to 140
with an average value of 39.86, meaning that most of the underpricing is gathered at low values
and close to the minimum value. Meanwhile, the standard deviation value obtained was 28.858.

Descriptive statistical analysis on the X1 variable or ROA (Return on Assets) produced
through the statistical calculation showed an average value of 0.0548 with a minimum value of
-0.39 obtained by the company PT ITSEC Asia Tbk (CYBR) and a maximum value of 0.57
obtained by the company PT Multi Medika Internasional Tbk (MMIX). A high average value
of Return on Assets (ROA) indicates that in general the companies in the sample are able to use
their assets efficiently to generate profits, thus reflecting good financial performance. The
standard deviation resulting from the calculation of the DER variable obtained a value of
0.09423.

Referring to the results of the descriptive statistical analysis of the DER (Debt to Equity
Ratio) variable, it is known that the average value of 1.6295 with a minimum value of 0.00 was
obtained by the company PT Intra Golflink Resorts Tbk (GOLF) and the maximum value of
71.29 was obtained by the company PT MDTV Media Technologies Tbk (NETV). The high
average DER across the study sample indicates that companies tend to use financing through
debt rather than equity, which may reflect a high level of financial risk in the eyes of investors.
The standard deviation resulting from the calculation of the DER variable obtained a value of
5.51727 which indicates that the deviation of the DER value from the overall average of the
sample company is = 5.51727 from the value of 1.6295.
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Judging from the results of the descriptive statistical analysis, the EPS (Earning Per
Share) variable illustrates that the average EPS value obtained is IDR 63.26 per share with a
minimum EPS value of -IDR 24.85 produced by the company PT Global Digital Niaga Tbk
(BELI) and a maximum value of IDR 8,200.89 produced by PT Diagnos Laboratorium Utama
Tbk (DGNS). EPS describes a company's ability to create profits for its shareholders. With an
average value of IDR 63.26 and a distribution from IDR 24.85 to IDR 8,200.89, it can be
concluded that the financial performance between companies is diverse. The standard deviation
in the EPS variable is 618.67207.

Referring to the results of descriptive statistical analysis on the Company Size variable,
it can be concluded that the smallest value of company size is owned by PT Sumber Global
Energy Tbk (SGER) with a value of 20.49 and the largest value of company size is owned by
PT Wulandari Bangun Laksana Tbk (BSBL) with a value of 33.15. On average, the companies
in the sample have a company size 0of 26.35 in log units of total assets and the standard deviation
value of the company size spreads around £1.84 from the average of 26.35.

The auditor's reputation variable was measured using a dummy variable, which was a
value of 1 for companies audited by auditors of The Big Four and a value of 0 for companies
audited by non-Big Four auditors. In accordance with the results of descriptive statistical
analysis, it is known that the average value of the Auditor Reputation variable is 0.07 with a
standard deviation of 0.262. Since the mean value is 0.07 and tends to be close to the minimum
value of 0, it is concluded that the majority of the sample uses non-Big Four auditors.

Classical Assumption Test Results

Table 2. Classical Assumption Test Results

Test Type Methods/Criteria  Result Critical Values  Conclusion
Normality Kolmogorov- Sig. =0.100 >0.05 Normally distributed
Smirnov data

Multikolinearitas Tolerance & VIF Tolerance:  0,909- Tolerance > Multicollinearity
0,969<br>VIF: 0,10<br>VIF < does not occur
1,032-1,101 10

Heteroskedastisitas Joys Test Sig. X1-X4: 0.086- >0.05 Heteroscedasticity
0.665 does not occur

Car correlations Durbin-Watson DW =2,053 1,789 < DW < No autocorrelation

2,211 occurs

Source: Processed secondary data (2025)

Description of Classical Assumption Test Results

The results of the classical assumption test show that the regression model in this study
meets all the requirements for a good multiple linear regression analysis. Normality tests using
the Kolmogorov-Smirnov One-Sample on 177 samples yielded a significance value of 0.100
(> 0.05), indicating a normally distributed data. The multicollinearity test showed that all
independent variables (ROA, DER, EPS, and Company Size) had a tolerance value of 0.909-
0.969 (> 0.10) and a VIF of 1.032-1.101 (< 10), indicating no high correlation between
independent variables. The heteroscedasticity test with the Glejser Test yielded significance
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values for all independent variables ranging from 0.086-0.665 (> 0.05), indicating that residual
variance is constant. The autocorrelation test with Durbin-Watson yielded a value of DW =
2.053 which was in the interval of 1.789 < DW < 2.211, indicating no positive or negative
autocorrelations. Based on these results, the regression model is free from the violation of
classical assumptions and is feasible for use in moderation regression analysis.

Hypothesis Test Results

The hypothesis test in this study was carried out to prove the truth of the hypothesis that
had been made. The initial hypothesis of this study is that Return on Assets (X1), Debt to Equity
Ratio (X2), Earning Per Share (X3), and Company Size (X4) have an influence on
Underpricing (Y) and the Auditor Reputation variable (Z) has a moderation effect on the
interaction between independent and dependent variables. The hypothesis test in this study uses
Moderated Regression Analysis (MRA) with the following outcome stages.
a.  Statistical Test F

The statistical test F was used to find out how the regression model used as a whole was
able to explain the phenomenon being studied. Although this study does not test how all
independent variables affect the bound variables simultaneously, this test must still be carried
out to see the feasibility of the regression model. However, the results of the statistics are not
used to support the hypothesis proposed with a significance level of 0.05. The following are
the results of the Statistics F test:

Table 3. Statistical Test Results F

Model Sum of Squares df Mean Square F Say.
1 Regression 11306738 4 2826685 3,595 0,008
Residual 135258731 172 786388
Total 146565469 176

Source: Processed secondary data (2025)

Based on the results of the statistical test F in the table above, it is known that the
significance value is 0.008 which means that the value is less than 0.05 so that it can be
concluded that independent variables affect dependent variables simultaneously or it can be
said that this research model is feasible.

b.  Determination Coefficient Test (Adjusted R2)

The determination coefficient test (Adjusted R2) was carried out to determine the
percentage of influence of independent variables on dependent variables. The value of the
coefficient of determination is between zero and one. The closer it is to 1 the better the model
is at explaining the relationship, and the closer to 0 it is to explain the weaker the explanation.
The results of the determination coefficient test (Adjusted R2) are as follows:

Based on the results of the determination coefficient test in Table 5.7, it is known that
the Adjusted R2 value is 0.056, meaning that 5.6% of the dependent variables can be explained
by the variation of the four independent variables (ROA, DER, EPS, and Company Size) in
this study. The remaining 94.4% was explained by other factors that were not included in the
study.
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c.  Statistical Test t
The t-statistical test is used to determine how much influence one independent variable
partially has in explaining the variation of the dependent variable tested at a significance level
of 0.05. The results of the Statistical Test t are as follows:
Table 4. Hasil Uji Moderated Regression Analysis

Model B Std. Error Beta t Say. Information
1 (Cash) -29,941 36,708 -0,816 0,416
X1 17,168 24,038 0,056 0,714 0,476 HI rejected
X2 1,230 0,400 0,235 3,075 0,002 H2 accepted
X3 0,001 0,004 0,023 0,298 0,766 H3 rejected
X4 2,567 1,406 0,165 1,825 0,070 H4 rejected
X1.Z 39,588 80,888 0,042 0,489 0,625 HS rejected
X2.Z -0,475 2,035 -0,021 -0,233 0,816 H6 rejected
X3.Z -0,146 0,117 -0,115 -1,248 0,214 H7 rejected
X4.7Z -0,178 0,420 -0,048 -0,425 0,672 HB8 rejected

Source: Processed secondary data (2025)

In interpreting the results of the statistical test t, a comparison is made between the
probability number and the significance limit, where if the significance is <0.05, HO is rejected
and H1 is accepted, indicating the influence of the statistically tested variable. The results of
the analysis showed that the regression coefficient for Return on Assets (ROA) had no
significant effect on stock underpricing (significance 0.476), while the Debt to Equity Ratio
(DER) had a significant effect (significance 0.002). Earnings Per Share (EPS) and company
size also had no significant effect, with significance of 0.766 and 0.070, respectively. In
addition, the interaction between all variables and the auditor's reputation showed insignificant
results, so no moderation effect was proven.

Overall, the results show that only DER has an effect on stock underpricing in companies
that conduct IPOs on the Indonesia Stock Exchange in the 2020-2024 period, while ROA, EPS,
and company size do not show a significant influence. In addition, the auditor's reputation did
not strengthen the relationship between these variables and stock underpricing, which was
indicated by a significance greater than 0.05 at each interaction. This indicates that other factors
may need to be considered to understand the dynamics of underpricing stocks in the market.

The Effect of Return on Assets on Stock Underpricing

Based on the results of the hypothesis test presented in Table 5.8, it is known that the
study shows that H1 is rejected. It can be concluded that the Return on Assets (ROA) variable
has no effect on stock underpricing. This means that this study does not support the first
hypothesis (H1).

These findings are in line with research Abbas et al. (2022) , and Isynuwardhana &
Febryan (2022) Suharti & Purwanto (2022) Utomo & Kurniasih (2020) Series (2020)
which states that Return on Assets has no effect on stock underpricing. This can be interpreted
that the high and low profits generated by the company from the assets it owns are not the main
consideration for investors in determining the initial stock offering price, or other factors may

1730 Vol.4, No.7, July 2025



Factors Affecting the Underpricing of Shares of Companies that Conduct Initial Public Offerings
with the Auditor's Reputation as a Moderator

be more dominant in influencing risk perception and valuation during the IPO. Isynuwardhana
& Febryan (2022) considering that investors also look at other ratios to analyze whether the
company is worth investing in, rather than just using Return on Assets (ROA).

The finding that Returns on Assets (ROA) has no significant effect on stock underpricing
can be explained by several key factors. First, investors don't just rely on one financial ratio.
Although ROA is an indicator of profitability in practice, investors at [PO often consider the
broader picture including other ratios such as ROI (Return on Investment), ROE (Return on
Equity), PER (Price to Earnings Ratio). This view is in line with several studies that state that
investment feasibility is seen from various ratios, not just ROA. Second, differences in research
results can be caused by market conditions such as variations between research periods,
characteristics of the company sample, or different capital market conditions.

Meanwhile, this research is contrary to the research Murtini et al. (2024) , , which
Rossovsky et al. (2024) Sunarko - Rashid (2023b) Rudianto et al. (2022) Thoriq et al.
(2018) states that Return on Assets influences stock underpricing. These differences in results
may be due to various factors, such as differences in the research period, characteristics of the
company sample, different capital market conditions, or the use of variable measurement
methods.

These findings indicate that positive signals related to the company's profitability
performance as assumed in some theories have not been empirically proven to affect the level
of stock underpricing in the context of this study. This suggests that the hypothesized signal
did not work effectively in this study. Therefore, these results open up room for further research
in identifying non-financial signals or behavioral factors that may have a significant influence
on stock underpricing.

The Effect of Debt-to-Equity Ratio on Stock Underpricing

Based on the results of the hypothesis test presented in Table, it is known that the study
shows that H2 is accepted. It can be concluded that the Debt-to-Equity Ratio (DER) variable
influences stock underpricing. This means that this study supports the second hypothesis (H2).

In general, a high level of DER can indicate a higher level of a company's financial risk
due to its reliance on debt. These findings are consistent with signals theory, where high debt
ratios send greater financial risk signals to investors. To attract buyer interest amid this
perception of risk, companies tend to offer their shares at a lower price. Thus, DER is an
important signal that investors consider in making investment decisions during an initial public
offering (IPO).

These findings are in line with the study Hadi (2019) which Thoriq etal. (2018) Dwi
Perkasa & Maiyaliza (2024) states that the Debt to Equity Ratio has an effect on stock
underpricing. In general, a high level of DER can indicate a higher level of a company's
financial risk due to its reliance on debt. Investors tend to see this as a negative signal that may
encourage companies to offer shares at lower prices (underpricing) in order to attract investor
interest amid the perception of risk. On the other hand, a moderate DER can also be considered
positive because it shows the company is able to leverage leverage to increase profitability,
albeit with limitations. Mind Kuncoro & Squirt (2019) argues that a high Debt to Equity
Ratio (DER) does not necessarily indicate that the company is bad. The results of this study
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prove that the Debt to Equity Ratio (DER) is not able to provide signals for investors, so the
Debt to Equity Ratio (DER) is not used as a benchmark for investors in making investment
decisions.

Meanwhile, this research is contrary to the research Abbas et al. (2022), Rudianto et
al. (2022), Suharti & Purwanto (2022),and Isynuwardhana & Febryan (2022) Utomo
& Kurniasih (2020) Mind Kuncoro & Squirt (2019) which states that the Debt to Equity
Ratio has no effect on stock underpricing. It is possible that in some contexts, investors focus
more on other aspects of the company, such as growth prospects or management quality, rather
than debt levels in assessing potential underpricing.

Overall, the results of this study enrich the understanding of signal theory in the context
of the Indonesian capital market, especially related to the role of DER in stock underpricing.
These findings confirm that while DERs can be a signal of financial risk, their effectiveness
and interpretation are highly dependent on the market context and other factors that investors
consider. Therefore, further research needs to dig deeper into the complexity of the signals
received and interpreted by the market and how these signals interact in influencing investment
decisions.

The Effect of Earnings Per Share on Stock Underpricing

Based on the results of the hypothesis test presented in Table 5.8, it is known that the
study shows that H3 is rejected. It can be concluded that the Earning Per Share (EPS) variable
has no effect on stock underpricing. This means that this study does not support the third
hypothesis (H3).

These findings are in line with the study Sunarko - Rashid (2023b),,,and Khaira
& Sudiman (2019) Daeli & Wijaya (2020) Rudianto et al. (2022) which states that
Earning Per Share has no effect on stock underpricing. Investors at the time of IPOs are often
more focused on the company's future growth potential and business prospects than historical
performance. EPS, as a measure of earnings per share from the previous period, may be
considered less relevant compared to the company's growth narrative and market position.
Companies that are newly IPOs may be in the phase of massive investments for expansion or
product development, which could depress EPS in the short term for long-term growth.
According to Khaira & Sudiman (2019), EPS is not a consideration in order to determine
the price of the initial public offering because the EPS ratio owned by the issuer before
conducting an [PO will change after the issuer conducts an IPO due to the development of the
company's profit which is influenced by tax policies and economic conditions.

EPS is often used as an important indicator to measure a company's profitability from a
shareholder's point of view. However, EPS may not be relevant for many companies that have
just IPOED, especially startups that have not yet profited. Additionally, market sentiment and
investor hype are often more dominant in driving underpricing compared to fundamental
metrics such as EPS, which show the influence of non-financial factors in investment decisions.

Meanwhile, this study is contrary to Abbas et al. (2022),,,and Khatimah & Khalid
(2024) Darryl & Yusbardini (2023) Haniifah Hart (2021) states that Earning Per Share
has an effect on stock underpricing. If earnings per share are high, the company will pay
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dividends, which will make more investors buy companies that have high EPS, which can have
a significant positive effect on underpricing (Abbas et al., 2022) .

In the context of signal theory, these results indicate that EPS may not be the most
relevant or effective signal for investors in assessing the underpricing of shares during IPOs.
Investors are most likely looking for other, stronger signals regarding the company's future
prospects and growth potential. Therefore, further research needs to identify non-financial
signals or other prospective information that are more dominant in shaping investor perception
of underpricing in initial public offerings.

The Effect of Company Size on Stock Underpricing

Based on the results of the hypothesis test presented in Table, it is known that the study
shows that H4 is rejected. It can be concluded that the Company Size variable has no effect on
stock underpricing. This means that this study does not support the fourth hypothesis (H4).
These findings are in line with the study Sapphire & Marsono (2022),, Rafieldy &
Yusrialis (2023) Solida et al. (2020) Sao Paulo & Maulidya (2021) Udasi et al.
(2021) and Daeli & Wijaya (2020) which also states that Company Size has no effect on
stock underpricing. Investors think that large companies are not necessarily better than small
companies in providing initial returns, so company size is not the main factor in investment
decisions ( Sapphire & Marsono , 2022) . This means that IPO investors are often more
interested in the company's growth and innovation potential than simply its size to look for the
potential to get high capital gains.

Although in theory large companies have more public information that should reduce
information asymmetry, these findings suggest that company size is no longer the main signal
in the capital market. These investors may be more influenced by recommendations from social
media, online investment communities, or market trends than by in-depth fundamental
analysis. Thus, the credibility associated with the size of a large company can be replaced by
non-fundamental signals that are more dynamic and behavioral.

This research is in contrast to the research conducted by Darryl & Yusbardini (2023)
, Sabaria (2023). ( Mayasari et al., 2018) These results reinforce the view that company size
is not always a strong or single signal for investors in assessing potential stock underpricing .
Modern investors tend to focus more on the narrative of growth, innovation, and future
prospects, regardless of the scale of the company.

The Effect of Return on Assets on Stock Underpricing with the Auditor's Reputation as
a Moderator

Based on the results of the hypothesis test presented in Table, it is known that the study
shows that HS is rejected. It can be concluded that the Auditor Reputation variable is not able
to strengthen the influence of Return on Assets (ROA) on stock underpricing. This means that
this study does not support the fifth hypothesis (HS).

These findings indicate that, in the context of this study, the quality or reputation of
external auditors did not significantly alter or strengthen the relationship between ROA and the
level of stock underpricing during IPOs. Although the auditor's reputation is important for the
credibility of the financial statements, in an IPO situation that is full of uncertainty and future
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expectations, his role as a moderator may not be as strong as hypothetical. This means that
investors already have a perception of ROAs and associated risks so that the auditors' reputation
doesn't change their views too much.

These findings contribute to the empirical study by showing that in this context and
period studied, auditor reputation does not play a significant role as a significant moderating
variable. This opens up opportunities for further research to explore specific conditions under
which auditor reputation may have a clearer influence, or to identify other moderation variables
that are more relevant in the relationship between ROA and stock underpricing.

The Effect of Debt to Equity Ratio on Stock Underpricing with the Auditor's Reputation
as a Moderator

Based on the results of the hypothesis test presented in Table, it is known that the study
shows that H6 is rejected. It can be concluded that the Auditor Reputation variable is not able
to strengthen the influence of Debt to Equity Ratio (DER) on stock underpricing. This means
that this study does not support the sixth hypothesis (H6).

These findings are in line with research that states that auditor reputation is not able to
strengthen the influence of DER on ( Wittianjani & Yasa, 2020) underpricing. When
investors evaluate a DER, their main focus is on the level of financial risk inherent in a
company's capital structure. The auditor's reputation may provide assurance of the accuracy of
the figures in the financial statements, but it does not change the substance of the high or low
debt risk itself. These results further indicate that the quality signals provided by auditors'
reputations may not be dominant enough to change investors' perceptions of the risks posed by
DERs, particularly in IPOs.

Reputable auditors serve as a signal of the quality and reliability of historical data such
as financial statements, rather than as a signal of future growth prospects or performance. In an
IPO situation, investors are more focused on future uncertainties and potentials that cannot be
guaranteed by an audit. Therefore, signals from the auditor's reputation may be less strong than
other signals such as the reputation of an underwriter that directly guarantees the quality of a
company and its prospects to the market.

This study contributes to an empirical study by showing that in the context and period
studied, auditor reputation does not play a significant role as a moderation variable in the
relationship between Debt to Equity Ratio (DER) and stock underpricing. This opens up
opportunities for further research to explore specific conditions under which auditors'
reputation may have a clearer influence, or to identify other more relevant moderation variables
in the relationship.

The Effect of Earning Per Share on Stock Underpricing with the Auditor's Reputation as
a Moderator

Based on the results of the hypothesis test presented in Table, it is known that the study
shows that HS is rejected. It can be concluded that the Auditor Reputation variable is not able
to strengthen the influence of Earning Per Share (EPS) on stock underpricing. This means that
this study does not support the seventh hypothesis (H7).

1734 Vol.4, No.7, July 2025



Factors Affecting the Underpricing of Shares of Companies that Conduct Initial Public Offerings
with the Auditor's Reputation as a Moderator

These findings indicate that in the context and period of this study, the quality or
reputation of external auditors did not significantly alter or strengthen the relationship between
earnings per share (EPS) and the level of stock underpricing at the time of IPO. If the company's
EPS is very high, it is already a strong positive signal. On the other hand, if the EPS is low or
negative, it can be interpreted as a warning signal. The signal provided by EPS itself may be
clear enough that the auditor's reputation does not change much in the investor's interpretation
of the data in relation to underpricing. On the other hand, the auditor's role is limited to
validating the accuracy of historical data rather than reducing the perception of risk inherent in
a company's fundamentals.

Although the auditor's reputation has not been proven to strengthen the influence of
Earning Per Share (EPS) on stock underpricing in this study, this finding can be an empirical
study that enriches the literature related to underpricing. There is a great opportunity for future
studies that identify specific scenarios in which the role of auditor reputation moderation
becomes real, or find other moderating variables that are better suited to this relationship.

The Influence of Company Size on Stock Underpricing with the Auditor's Reputation as
a Moderator

Based on the results of the hypothesis test presented in Table, it is known that the study
shows that HS is rejected. It can be concluded that the Auditor Reputation variable is not able
to strengthen the influence of Company Size on stock underpricing. This means that this study
does not support the eighth hypothesis (HS).

These findings are in line with research Permadi & Yasa (2017) . Investors may already
have a high level of trust in large companies based on familiarity and easy access to
information, so the auditor's reputation does not provide significant additional signals to
reinforce how the size of the company affects underpricing. In addition, the use of auditors by
IPO companies is often considered a mandatory requirement that must be met, so the presence
of a reputable presence may no longer be a strong differentiation signal that could strengthen
the relationship between company size and underpricing.

The results of this study add to the empirical study by showing that the auditor's
reputation does not significantly strengthen the influence of Company Size on stock
underpricing in the observed period and context. This paves the way for further research to
identify scenarios in which the role of reputation moderation of auditors becomes apparent, or
to uncover other moderators that are more relevant in the context of Company Size and
underpricing.

CONCLUSION

This study investigates the factors influencing stock underpricing in companies
conducting initial public offerings (/PO) on the Indonesia Stock Exchange between 2020 and
2024, using a sample of 193 firms and considering auditor reputation as a moderating variable.
The findings indicate that Return on Assets (ROA), Earnings Per Share (EPS), and Company
Size do not significantly affect stock underpricing, while the Debt to Equity Ratio (DER) has a
significant positive impact. Additionally, auditor reputation does not strengthen the effects of
ROA, DER, EPS, or company size on underpricing. For future research, it is suggested to
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explore other potential moderating variables, such as corporate governance quality or market
sentiment, to gain deeper insights into the dynamics of IPO underpricing in emerging markets.

REFERENCES

Abbas, D. S., Rauf, A., Hidayat, 1., & Sasmita, D. (2022). Determinan underpricing pada
penawaran umum perdana: Bukti dari Bursa Efek Indonesia. Quantitative Economics and
Management Studies, 3(2), 175-185. https://doi.org/10.35877/454ri.qems852

Agustina, L., & Clara, A. (2021). An investigation of [POs initial performance in Indonesian
market. Global Business Review, 22(4), 1061-1078.
https://doi.org/10.1177/0972150920976640

Alfin, A., & Dillak, V. J. (2021, October). Analysis of factors affecting net initial return
(Empirical study on all companies conducting initial public offerings (IPOs) on the
Indonesia Stock Exchange (IDX) for the 2016-2019 period). E-Proceedings of
Management, 8(5), 5234-5241.

Arora, N., & Singh, B. (2020). Determinants of oversubscription of SME IPOs in India:
Evidence from quantile regression. Asia-Pacific Journal of Business Administration,
12(3-4), 349-370. https://doi.org/10.1108/APJBA-05-2020-0160

Badru, B. O., & Ahmad-Zaluki, N. A. (2018). Explaining IPO initial returns in Malaysia: Ex
ante uncertainty vs signaling. Asian Review of Accounting, 26(1), 84-106.
https://doi.org/10.1108/ARA-11-2016-0133

Baig, A. S., & Chen, M. (2022). Did the COVID-19 pandemic (really) positively impact the
IPO market? An analysis of information uncertainty. Finance Research Letters, 46,
102372. https://doi.org/10.1016/j.fr1.2021.102372

Bergh, D. D., Connelly, B. L., Ketchen Jr, D. J., & Shannon, L. M. (2014). Signalling theory
and equilibrium in strategic management research: An assessment and a research agenda.
Journal of Management Studies, 51(8), 1334-1360.

Bertoni, F., Meoli, M., & Vismara, S. (2022). Too much of a good thing? Board independence
and the value of initial public offerings. British Journal of Management, 33(4), 1741-
1760. https://doi.org/10.1111/1467-8551.12634

Bottazzi, L., Da Rin, M., & Hellmann, T. (2016). The importance of trust for investment:
Evidence from venture capital. Review of Financial Studies, 29(9), 2283-2318.
https://doi.org/10.1093/rfs/hhw023

Boulton, T. J., Smart, S. B., & Zutter, C. J. (2020). Worldwide short selling regulations and
IPO  underpricing.  Journal  of  Corporate  Finance, 62, 101596.
https://doi.org/10.1016/j.jcorpfin.2020.101596

Daeli, A. L., & Wijaya, R. A. (2020). Analysis of factors affecting underpricing in initial public
offerings. UPI YPTK Journal of Business and Economics, 5(3), 45-58.
https://doi.org/10.35134/jbe.v513.66

Darryl, D., & Yusbardini, Y. (2023). Factors affecting IPO underpricing. International Journal
of  Application on Economics and  Business, 1(4), 2720-2726.
https://doi.org/10.24912/ijaeb.v1i4.2720-2726

1736 Vol.4, No.7, July 2025


https://doi.org/10.35877/454ri.qems852
https://doi.org/10.1177/0972150920976640
https://doi.org/10.1108/APJBA-05-2020-0160
https://doi.org/10.1108/ARA-11-2016-0133
https://doi.org/10.1016/j.frl.2021.102372
https://doi.org/10.1111/1467-8551.12634
https://doi.org/10.1093/rfs/hhw023
https://doi.org/10.1016/j.jcorpfin.2020.101596
https://doi.org/10.35134/jbe.v5i3.66
https://doi.org/10.24912/ijaeb.v1i4.2720-2726

Factors Affecting the Underpricing of Shares of Companies that Conduct Initial Public Offerings
with the Auditor's Reputation as a Moderator

Dwi Perkasa, A., & Maiyaliza, M. (2024). IPO underpricing analysis: Underwriter reputation
as a moderating variable. Journal of Business and Management Review, 5(5), 387-406.
https://doi.org/10.47153/jbmr55.9602024

Fahmi, 1. (2018). Pengantar teori portofolio dan analisis investasi: Teori dan soal jawab.
Penerbit Alfabeta.

Ghozali, 1. (2021). Aplikasi analisis multivariate dengan program IBM SPSS 25 (10th ed.).
Badan Penerbit Universitas Diponegoro.

Hadi, S. (2019). Faktor-faktor yang mempengaruhi underpricing saham perdana pada
perusahaan yang melakukan penawaran umum perdana. Jurnal Akuntansi & Perpajakan
Jayakarta, 1(1), 64-75.

Haniifah, A., & Hartati, N. (2021). Analisis pengaruh debt, EPS, dan proporsi oversubscription
terhadap fenomena underpricing (IPO). Jurnal Indikator, 2(2), 1-15.

Hartono, J. (2017). Teori portofolio dan analisis investasi (11th ed.). BPFE-Yogyakarta.

Isynuwardhana, D., & Febryan, F. V. (2022). Factors affecting underpricing level during IPO
in Indonesia Stock Exchange 2018-2019. The Indonesian Accounting Review, 12(1), 87-
98. https://doi.org/10.14414/tiar.v12i1.2660

Jia, X., Kanagaretnam, K., Lim, C. Y., & Lobo, G. J. (2024). Financial literacy and IPO
underpricing. Journal of Financial and Quantitative Analysis, 59(3), 1430-1469.
https://doi.org/10.1017/S0022109023000315

Kasmir. (2019). Analisis laporan keuangan (12th ed.). Kharisma Putra Utama Offset.

Khaira, N., & Sudiman, J. (2019). The relationship of liquidity, profitability, leverage and
earnings per share to underpricing in companies that conducted initial public offerings
(IPOs) in 2009-2018. Journal of Capital Markets and Business, 1(2), 187-204.
https://doi.org/10.37194/jpmb.v1i2.30

Khatimah, K., & Khalid, A. (2024). The effect of financial and non-financial information on
initial returns in companies conducting IPOs on the IDX in 2019-2021. Journal of
Economic Education, 12(1), 51-60. https://doi.org/10.26740/jupe.v12nl.p51-60

Kuncoro, H. B., & Suryaputri, R. V. (2019). Factors that affect the underpricing of shares in
the initial public offering. Journal of Accounting Studies, 6(2), 263-284.
https://doi.org/10.25105/jat.v612.5573

Lindrianasari, Piranti, P. D., Cahyaningsih, A., & Lestari, B. T. (2023). The effect of
profitability, leverage, and company size on overpricing of initial stock price on the IDX
in 2018-2023. Jurnal Ilmiah Akuntansi dan Humanika, 13(2), 208-218.

Mayasari, T., Yusuf, M., & Yulianto, A. (2018). The effect of return on equity, net profit
margin and company size on underpricing. Journal of Accounting Studies, 2(1), 76-89.

Murtini, U., Winandra, H., Kurnia, D., & Wacana, U. K. D. (2024). Underpricing of non-
financial companies during COVID-19: Influencing factors. International Journal of
Economics and Finance, 16(4), 45-58.

Otoritas Jasa Keuangan Republik Indonesia. (2017). POJK No. 8/POJK.04/2017 tentang
dokumen pernyataan pendaftaran dalam rangka penawaran umum.

Permadi, P. K. A. R., & Yasa, G. W. (2017). Auditor's reputation as a moderator of the
influence of financial information in the prospectus on the underpricing level of the initial

1737 Vol.4, No.7, July 2025


https://doi.org/10.47153/jbmr55.9602024
https://doi.org/10.14414/tiar.v12i1.2660
https://doi.org/10.1017/S0022109023000315
https://doi.org/10.37194/jpmb.v1i2.30
https://doi.org/10.26740/jupe.v12n1.p51-60
https://doi.org/10.25105/jat.v6i2.5573

Factors Affecting the Underpricing of Shares of Companies that Conduct Initial Public Offerings
with the Auditor's Reputation as a Moderator

offering. E-Journal of Accounting of Udayana University, 21(3), 1963-1992.
https://doi.org/10.24843/EJA.2017.v21.103.p10

Rafieldy, M., & Yusrialis. (2023). The effect of underwriter reputation, financial leverage,
profitability and company size on IPO stock underpricing on the Indonesia Stock
Exchange (IDX) for the 2022 period. Journal of Ahkam Wa Iqtishad, 1(4), 234-247.

Rossovski, J., Lucey, B., & Helbing, P. (2024). Determinants of IPO overpricing. British
Journal of Management, 35(2), 567-584. https://doi.org/10.1111/1467-8551.12858

Rudianto, D., Ratnawati, A., Susanto, B., & Susilo, T. P. (2022). Determinants of the
underpricing rate of stocks. Adpebi International Journal of Multidisciplinary Sciences,
1(1), 80-91. https://doi.org/10.54099/aijms.v1i2.227

Safitri, F. D. L., & Marsono. (2022). Determinants of underpricing in I[PO companies with the
moderation variable of the board of commissioners (Empirical study on companies
conducting IPOs on the IDX in 2017-2019). Diponegoro Journal of Accounting, 11(4),
1-14.

Solida, A., Luthan, E., & Sofriyeni, N. (2020). The effect of intellectual capital disclosure,
underwriter reputation, financial leverage, age and company size on the underpricing of
IPO shares on the Indonesia Stock Exchange for the 2014-2018 period. Economics:
Journal of Economics and Business, 4(1), 135-148.
https://doi.org/10.33087/ekonomis.v4il.113

Spence, M. (1973). Job market signaling. The Quarterly Journal of Economics, 87(3), 355-
374. https://doi.org/10.2307/1882010

Sunarko, C. S., & Rasyid, R. (2023). Analysis of factors affecting underpricing in companies
conducting initial public offerings. International Journal of Application on Economics
and Business, 1(2), 162-176. https://doi.org/10.24912/ijaeb.v1.i2.162-176

Suharti, & Purwanto, D. (2022). The effect of financial ratio and underwriter's reputation on
underpricing: Evidence from Indonesian IPO (2017-2021). Proceedings of the 10th
Islamic Banking, Accounting and Finance International Conference, 145-159.

Thorig, K. N., Hartoyo, S., & Sasongko, H. (2018). Internal and external factors affecting
underpricing at the time of IPO on the Indonesia Stock Exchange. Journal of Business
and Management Applications, 4(1), 19-31. https://doi.org/10.17358/jabm.4.1.19

Utomo, A. H., & Kurniasih, A. (2020). The determinant of underpricing towards IPO company
at Indonesia Stock Exchange in 2019. Journal of Economics, Finance and Management
Studies, 3(8), 117-125. https://doi.org/10.47191/jefms/v3-18-02

Wenno, M. (2020). The impact of Covid-19 on changes in stock prices and transaction
volumes (Case study on PT. Bank Mandiri Tbk). Soso-Q: Journal of Management, 8(2),
84-91.

Wittianjani, G. A. K., & Yasa, G. W. (2020). The effect of financial information at
underpricing level with auditor's reputation as moderating variables. American Journal
of Humanities and Social Sciences Research, 4(7), 22-30.

Yao, X. (2024). A study on the determinants of the successful IPO. SHS Web of Conferences,
193, 01029. https://doi.org/10.1051/shsconf/202419301029

Zhang, Z., & Neupane, S. (2024). Global IPO underpricing during the Covid-19 pandemic:
The impact of firm fundamentals, financial intermediaries, and global factors.

1738 Vol.4, No.7, July 2025


https://doi.org/10.24843/EJA.2017.v21.i03.p10
https://doi.org/10.1111/1467-8551.12858
https://doi.org/10.54099/aijms.v1i2.227
https://doi.org/10.33087/ekonomis.v4i1.113
https://doi.org/10.2307/1882010
https://doi.org/10.24912/ijaeb.v1.i2.162-176
https://doi.org/10.17358/jabm.4.1.19
https://doi.org/10.47191/jefms/v3-i8-02
https://doi.org/10.1051/shsconf/202419301029

Factors Affecting the Underpricing of Shares of Companies that Conduct Initial Public Offerings
with the Auditor's Reputation as a Moderator

International Review of Financial Analysis, 91, 102954.
https://doi.org/10.1016/j.irfa.2023.102954

Zhou, K., Zhou, B., & Liu, H. (2020). Underpricing and information quality of prospectuses
IPO. Singapore Economic Review, 65(6), 1559-1577.
https://doi.org/10.1142/S0217590820500289

1739 Vol.4, No.7, July 2025


https://doi.org/10.1016/j.irfa.2023.102954
https://doi.org/10.1142/S0217590820500289

