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ABSTRACT

The purpose of this study is to respond to these profit changes by modifying the ROA, ROE, and NPM ratio formulas 
by expanding the concept of “earnings” to include comprehensive income and attributable income. Observational data 
from 2,641 firm-years from 543 publicly listed companies in Indonesia for the 2020-2024 period using multiple linear 
regression analysis. The results of this study indicate that modified financial ratio analysis has value relevance because 
it influences stock returns and has predictive power over dividends. The implication of this finding is that profitability 
using comprehensive income has value relevance and that level 1 of the fair value hierarchy is the most predictive and 
most responded to by the market, compared to comprehensive income and attributable income. The originality of this 
study examines the value relevance of using modified financial ratio analysis, specifically profitability, by involving 
comprehensive income and attributable income.

Keywords:  attributable profit profitability; comprehensive income profitability; financial ratio analysis; value relevance.

INTRODUCTION

Financial Accounting Standards (SAK) in the preparation and presentation of financial statements, 
use the fair value accounting approach, because it is more representative of the actual conditions and 
is expected to have more relevance to users. Valuation and presentation of assets at fair value give 
rise to unrealized gains or losses which are the difference between the fair value and the acquisition 
or recorded value, in the circumstances when financial statements are presented. Assets recorded at 
book value, acquisition cost, or historical cost are adjusted to fair value at the date of presentation of the 
financial statements, and the valuation difference is recognized as other comprehensive income (OCI) 
and presented in the income statement. This difference is referred to as other comprehensive income 
(OCI). The all-inclusive income approach used by SAK and IFRS in defining income, is the argument why 
OCI, although not real realized income, is presented in the income statement together with real realized 
income in net income. In its presentation in the income statement, OCI is presented in detail per item and 
grouped into two groups, namely items that will be reclassified to net income and those that will not. 
The sum of OCI and net income is called comprehensive income (Kusuma and Kusumaningarti, 2023). 

The addition of OCI information, net income attributable to owners (parent and non-controlling), 
comprehensive income attributable to owners in the presentation of this consolidated income statement 
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has been around for a long time, precisely since the SAK Effective Per June 1, 2012. Unfortunately, the 
use of this additional information in financial ratio analysis for financial performance evaluation, both 
by financial analyst practitioners, learning in universities, or financial researchers is still rarely used. 
Financial ratio analysis still focuses on net income, not many involve comprehensive income, OCI, and 
OCI reclassification. In fact, OCI, although in the presentation period is unrealized income that does not 
affect cash flow, several OCI items have the potential to become realized income that affects the value of 
net income and cash flow, through realization (sale of assets or debt repayment) in the coming period. 
So that OCI (and comprehensive income) are better able to describe future conditions, than net income. 
In line with the evidence provided by Shi, Wang and Zhou (2017) and Kusuma (2020) who found that 
comprehensive income is better able to predict future income and cash flows, than net income and cash 
flows themselves. OCI is an “output” of the application of fair value accounting in the presentation of 
financial statements, so involving OCI and comprehensive income in the financial ratio analysis shows 
that it has taken into account the effect of the application of fair value accounting on a more comprehensive 
evaluation of financial performance. OCI has characteristics such as management subjectivity in its 
assessment, its high sensitivity to uncertainty and fluctuations in the company’s external environmental 
conditions beyond management control which have an impact on the fair value of assets and liabilities, so 
involving OCI and comprehensive income in the financial ratio analysis, especially in conditions during 
and after the Covid-19 Pandemic, shows that it has taken into account the effect of future uncertainty and 
macroeconomic fluctuations on a more comprehensive evaluation of financial performance (Rahayu and 
Kusuma, 2020).

Similar to OCI, the presentation of profit and equity attribution is a “new” phenomenon in the 
presentation of consolidated financial statements in Indonesia. Previously, before convergence, the 
contents of the income statement were purely net income, without further information regarding net 
income and comprehensive income disaggregated to each type of owner (owners of the parent entity and 
owners with non-controlling interests), as well as the contents of the balance sheet were purely assets, 
liabilities and equity, without disaggregating equity to each type of owner. In the old accounting standards, 
non-controlling interests were not recognized as owners, but were considered as expenses so that they 
were presented in the balance sheet in the liabilities group and in the income statement in the expenses 
group (Kusuma and Agustin, 2024). In the current SAK, non-controlling interests are recognized as part 
of the company’s owners, so that they are worthy of being presented in equity and receive a “share” of 
ownership rights to the net assets of the group entity presenting the consolidated financial statements, 
which is accommodated in the equity disaggregation, namely equity attributed to owners of the parent 
entity and equity attributed to non-controlling interests. Likewise, the disaggregation of net income 
and comprehensive income into those attributable to owners of the parent entity and non-controlling 
interests. Unfortunately, the use of this additional attribution information in financial ratio analysis for 
evaluating financial performance, either by financial analyst practitioners, learning in universities, or 
financial researchers is still rarely used (Kusuma, 2023b). The negative impact of not using attributable 
profit information will be felt in companies that have many subsidiaries, and the percentage of NCI 
ownership is relatively large in the subsidiaries, the use of aggregate net income has the potential to be 
biased, because in aggregate profit not all are the rights of the parent entity owners, there are NCI rights 
to the profit. Attributable profit is rarely used by analysis practitioners because this type of profit is not 
yet popular, the regulations that require its presentation are also relatively new, analysis practitioners are 
more accustomed to net income information as aggregate profit, and not all companies have subsidiaries 
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so they do not present consolidated financial statements, where attributable profit only appears in the 
consolidated financial statements.

Financial ratio analysis still focuses on net income (aggregate) and equity (aggregate), not many 
involve comprehensive income and equity disaggregated into attributions to parent and non-controlling 
owners (Rahayu, 2019); (Zarefar and Armadani, 2024). In fact, the attribution of profit and equity reflects 
the “allocation” of profit performance and net asset ownership rights of the group entity, the allocation of 
which is proportional to the amount of share ownership of each type of owner. Thus, involving profit and 
equity attributable in financial ratio analysis is more realistic for predicting future investment returns 
according to the proportion of share ownership held by each owner, rather than aggregate profit and 
equity. Especially for non-controlling interests in subsidiaries, it is more realistic to attribute profit to 
them than aggregate profit which predominantly contains profit for owners of the parent entity.

So far, research in measuring financial performance, especially profitability, has mostly only used 
one concept of profit in interpreting “Return” in Return on Asset (ROA), Return on Equity (ROE) and Net 
Profit Margin (NPM). Net income is no longer sufficient as the sole benchmark for assessing profitability 
because it only includes realized profits and excludes potential revenue from the realization of assets 
in the shorter future periods. Furthermore, there are limitations to the game of accrued revenue and 
accrued expenses. In fact, along with the addition of comprehensive income and attributable income 
items, the type of profit becomes more than just net income. Likewise, in interpreting “Equity” in the 
formulation of ROE, most only use one concept of aggregate equity. In fact, the content of equity in the 
financial position report does not stop at aggregate equity, as the total sum of capital deposits, retained 
earnings, and additional paid-in capital. After that, there is still equity disaggregation, namely equity 
attributed to the parent owner as the controller in the parent entity and non-controlling minority owners 
in subsidiaries that are one group in the consolidated financial statements. The originality of this study is 
to test the relevance of the value of profit information with the modification of the profitability ratio by 
measuring ROA, ROE and NPM using comprehensive income and attributable income, and specifically 
ROE also uses equity attributed to owners. This research is academically useful by filling the gap in the 
literature on the relevance of the value of profit information with the modification of the profitability 
ratio in line with the application of fair value, all inclusive income and entity theory. The results of 
this study are useful for users of financial statements to also use information on various types of profit 
widely, not limited to net profit.

Financial Ratio Analysis

The theories underlying this research are fair value accounting (PSAK 68) and entity theory in the 
presentation of consolidated financial statements (PSAK 65), as well as the concept of value relevance of 
financial reporting in the Conceptual Framework for Financial Reporting. The application of fair value 
accounting is the basis for the presentation of comprehensive income, where unrealized income from 
adjusting the carrying amount to fair value is presented in the income statement. The entity theory is 
the basis for the presentation of attributable income, where non-controlling interests in subsidiaries are 
entitled to information on profit disaggregation in the presentation of consolidated financial statements. 
Both are efforts to improve the quality of profit information and the value relevance of financial statements. 
Financial ratio analysis is a tool to evaluate the financial performance of an entity through financial 
statements by using ratio formulations for items in the financial statements and then interpreting them.
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Financial ratio analysis is a tool to evaluate the financial performance of an entity through financial 
statements by using ratio formulations for items in the financial statements and then interpreting them. 
Financial performance evaluation is needed to assess the level of health, evaluate target achievement, 
evaluate management performance, predict future performance as a basis for decision making (Zarefar 
and Armadani, 2024). Financial ratio analysis is divided into: 1). conventional financial ratio analysis, 
and 2). modified ratio analysis. Conventional ratio analysis, namely ratio analysis involving net income 
(NI) and aggregate equity information. This is commonly explained in financial literature and used by 
practical analysis and research so far. The conventional ratio analysis discussed in this study is only 
the profitability and solvency ratios, which contain information on profit and equity. Conventional 
profitability ratios (based on net income) (Rahayu, 2019), consist of:

Return on assets (ROA-NI), shows the effectiveness of the use of assets in generating net income:

Return on equity (ROE-NI), shows the effectiveness of the use of equity (aggregate) in generating net 
profit:

Net profit margin (NPM-NI), shows the comparison of net profit with net sales:

Solvency or leverage ratio, using the Debt to equity ratio (DER), which shows the comparison of debt to 
equity:

Modified ratio analysis, meaning the formulas of various conventional financial ratios are modified 
in accordance with changes in the content of the presentation of financial statements, namely the presence 
of other comprehensive income information or OCI (aggregate and disaggregate based on what will and 
will not be reclassified), comprehensive income (which is the sum of net income with OCI), attribution 
to owners of the parent entity and non-controlling interests of net income, comprehensive income and 
equity.

Modification Involving Comprehensive Income, namely financial ratio analysis involving other 
comprehensive income information (OCI), either aggregate, detailed per item or disaggregated into 
groups that will and will not be reclassified to net income. Comprehensive income (CI) is the sum of 
net income and OCI. The presentation of OCI and comprehensive income information is required by 
Financial Accounting Standards (SAK) since June 1, 2012, but not many financial accounting researchers 
or practitioners have involved OCI and comprehensive income in conducting financial ratio analysis. This 
analysis is a form of development of conventional ratio analysis. The advantage of using comprehensive 
ratio analysis is that it takes into account the impact of the external environment beyond the control 
of management that is full of uncertainty (which is accommodated in OCI) which may affect future 
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financial performance, so that it can be used more to predict future investment performance and returns. 
This analysis is also more in line with the application of fair value accounting which is the basis for the 
preparation and presentation of current SAK. The application of fair value accounting is accommodated 
in OCI which is the difference between the acquisition value (historical value or recorded value) and the 
fair value. The use of OCI and comprehensive income in measuring financial performance as research 
variables in Indonesia was initiated by research of Kusuma (2021a); Kusuma, Assih and Zuhroh (2021) 
and Kusuma (2021b), while abroad it has begun to be used in research including by Būmane (2018) 
in Latvia, Gazzola and Amelio (2014) in the Czech Republic and Marchini and D’Este (2015) in Italy. 
Modified profitability ratios based on comprehensive income (CI), consist of:
Return on assets (ROA-CI), shows the effectiveness of asset use in generating comprehensive income:

Return on equity (ROE), shows the effectiveness of the use of equity (aggregate) in generating 
comprehensive profit:

Net profit margin (NPM), shows the comparison of comprehensive profit with net sales and realized 
profits (losses) from the realization/sale of assets (liabilities) which in the previous period were presented 
as OCI:

Profitability ratio involving OCI but only items presented in the group “to be reclassified to net income” 
or abbreviated as ROCI (OCI Reclassification). Return on assets (ROA-OCI), shows the effectiveness of 
asset use in generating comprehensive income:

Return on equity (ROE), shows the effectiveness of the use of equity (aggregate) in generating 
comprehensive profit:

Net profit margin (NPM), shows the comparison of comprehensive profit with net sales and realized 
profits (losses) from the realization/sale of assets (liabilities) which in the previous period were presented 
as OCI:

Modification involving attribution to parent entity owners and non-controlling interests, namely 
financial ratio analysis involving information on profit and equity attributed to two types of company 
owners in the presentation of consolidated financial statements, namely parent entity owners (with 
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majority shareholding above 50% and having control rights) and owners with non-controlling interests 
(minority shareholders in subsidiaries). Similar to OCI and comprehensive income, the presentation of 
information on profit and equity attributed is required by SAK since June 1, 2012, but not many researchers 
or financial accounting practitioners involve profit and equity attributed in conducting financial ratio 
analysis (Margaret and Hidayat, 2016). In fact, by using profit and equity attributed, it is more in line and 
proportional to the percentage of share ownership of investors or prospective investors whether they are 
majority or minority shareholders. Profit and equity attributed are proportional to the allocation of profit 
and dividends)to each type of owner, rather than aggregate profit and equity (Athori and Kusuma, 2023). 
The modified profitability ratio of profit and equity attributable to owners of the parent entity (PEI) and 
non-controlling interests (NCI) is as follows:
ROA with NI attributable to owners of the parent entity (PEI) (Kusuma, Assih and Zuhroh, 2021); 
(Yahaya, Fagbemi and Oyeniyi, 2015); (Yan and He, 2018) :

ROA with CI attributable to owners of the parent entity (PEI):

ROA with NI attributable to non-controlling interests (NCI):

ROA with CI attributed to non-controlling interests (NCI)

ROE with NI attributable to owners of the parent entity (PEI):

ROE with CI attributable to owners of the parent entity (PEI):

ROE with NI attributable to non-controlling interests (NCI):

ROE with CI attributable to non-controlling interests (NCI):
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Net profit margin, shows the comparison of net profit (NPM NI) and comprehensive profit (NPM CI) 
with net sales. NPM with NI attributed to PEI:

NPM with NI attributable to non-controlling interests (NCI):

NPM with CI attributable to owners of the parent entity (PEI):

NPM with CI attributed to non-controlling interests (NCI)

Solvency ratio or leverage with debt to equity ratio, shows the comparison of debt to equity attributed to 
PEI and NCI. DER with equity attributed to PEI:

DER with equity attributable to NCI:

Relevance Value of Financial Reports

The relevance value of financial statements is the suitability and usefulness of the information 
contained in the financial statements with the needs of users. The relevance value is indicated by the use 
of financial statement information by users as a basis for making decisions. An indicator that accounting 
information is used by users in this case investors is the change in stock prices or stock returns before and 
after the financial statements are published. Stock returns illustrate investors’ reaction to the information 
contained in the financial statements, such as net income, operating cash flow, dividends and so on. 
Investor reactions to information in the financial statements are in the form of decisions to buy shares 
from the entity presenting the financial statements, hold shares, and also sell shares which ultimately the 
market mechanism forms stock prices (Kusuma et al., 2022).

In addition to being proxied by stock returns, the relevance value can also be indicated by the ability 
of current period financial statement information to predict future information. The future information 
that prospective investors want to know is the company’s ability to pay dividends, which is reflected in 
the prospects for future cash flows and future dividends. Dividends are the rights of company owners or 
shareholders to operational performance reflected in net income. Getting optimal dividends is one of the 
motivations for investors to invest in stock securities. Regular dividend payments that tend to experience 
an upward trend, in line with signaling theory, will spur an increase in stock prices and company value 
(Kusuma, 2021b). 
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Prediction of future dividends can be done by regressing current period accounting information 
with dividends in the next period. Modification of dividend predictions can be done by linking dividends 
attributed to two types of owners (parent and non-controlling interests) with profits and equity attributed 
to two types of owners. Dividend information is presented in the financial statements, especially in the 
statement of changes in equity, but still in aggregate. If we want to know the dividends attributed, we can 
find out from the proportion of net income attributed. Total net income (aggregate) how much percentage 
is attributed to the owners of the parent entity, and how much percentage is attributed to non-controlling 
interests (Kusuma and Agustin, 2023). The percentages of each are used to obtain the disaggregation 
value of dividends to each owner. Dividends attributable to PEI can be calculated by multiplying the 
percentage of PEI NI to aggregate NI, by the dividends stated in the statement of changes in equity:

Dividends attributable to NCI can be calculated by multiplying the percentage of NCI NI to aggregate 
NI, by the dividends stated in the statement of changes in equity:

The theory of information content of earnings (Ball and Brown, 1968) states that earnings reported 
in financial statements have information content for the public, especially market players, this is indicated 
by changes in stock prices before and after the company announces earnings. Ball & Brown then tested 
this theory again with more data, namely internationally, where previously only in the United States 
capital market, and a longer and more recent time period, the results are consistent with the previous 
ones, or support the theory put forward from previous empirical evidence (Ball and Brown, 2019). Market 
players await earnings announcement information in making investment decisions because earnings 
are perceived by the market as an indicator of the company’s ability to pay investment returns and the 
prospect of cash availability in the next period in the future. Along with the development of the company’s 
business environment and the regulations inherent in it, the content of the income statement has also 
developed, namely the addition of total comprehensive income and profit attributable to shareholders. 
The results of the (Kanagaretnam, Mathieu and Shehata, 2009) in Canada, (Banks, Hodgson and Russell, 
2018) in Australia, (Yousefinejad, Ahmad and Zaini, 2017) in Malaysia, (Rahayu and Kusuma, 2020) in the 
ASEAN market, and (Kusuma, 2023c) in Indonesia prove that comprehensive income and attributable 
income have information content like net income.

Signaling theory (Spence, 1974) states that financial statements are a signal from management to 
market players about performance, ability, and predictive material in providing input for deciding matters 
related to the company, both investment decisions and financing in the future. Profit is a signal about the 
company’s performance that shows financial health, expectations of returns received by fund providers 
in the future, based on historical information from the current and previous periods. All types of profit 
items contained in the income statement each contain different signals related to financial performance, 
especially the company’s profitability. Gross profit is a signal of the ability to efficiently produce costs 
and optimize sales. Operating profit is a signal of matching operating income with periodic operating 
expenses. Conventional ROA and ROE use net profit as a signal of performance from realized income 
and expenses, both cash and accrual. ROA, ROE and modified NPM based on comprehensive income 
are signals of combined performance of realized and unrealized profits. ROA, ROE and modified NPM 
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based on attributable profits are signals of profit distribution for each type of shareholder in one parent 
group entity (Murdiyanto and Kusuma, 2022).

Agency theory (Jensen and Meckling, 1976) explains that the separation of principals and agents 
brings about differences in interests and access to information that can affect the quality of information 
reflected in financial statements. In addition to the independence and professionalism of independent 
auditors playing a role in reducing this agency problem, transparency of information also plays a 
major role. The form of transparency is the presence of comprehensive income and attributable income 
presentation items. With comprehensive income, agents provide transparency of information on the 
potential for future profit receipts from the realization of increases in the fair value of productive assets 
where in the current period it is in the information on the other comprehensive income (OCI) post 
with the presentation name that will be reclassified to net income (Kusuma, 2024). This transparency 
increases the predictability of current period profits and reduces type 1 agency problems. The next 
form of transparency is the presence of net income information attributed to each type of group entity 
shareholders and comprehensive income information attributed to each type of group entity shareholders, 
both shareholders with large ownership and full control and small shareholders in subsidiaries without 
control rights. This transparency increases the predictability of current period profits and reduces type 2 
agency problems (Kusuma and Athori, 2023). The results of Kusumaningarti, Kusuma and Athori (2025) 
research prove that attributable profit has value relevance and the ability to reduce agency problems 
of public companies. Sarwono and Jundia (2024) added that transparent profitability measurement 
can reduce agency problems in government institutions between the government as an agent and the 
people through legislative representatives as principals, as well as in commercial banking institutions 
between fund owners and fund managers (Ardaranie, Mulyani and Handayani, 2024). The presence of 
comprehensive income and attributable income causes an increase in audit procedures, which has an 
impact on the audit completion time (Agustin and Kusuma, 2024) and the amount of fees for independent 
auditors (Kusuma and Luayyi, 2024). The presence of comprehensive income and attributable income 
opens up opportunities for income management, income smoothing (Kusuma, 2023a) and tax avoidance 
(Wahyudi, Sari and Kusuma, 2024). With the modification of the measurement of comprehensive income 
profitability, it increases its relationship with sustainability performance (Andriana et al., 2025); (Athori 
et al., 2025).

The efficient market hypothesis theory (Fama, 1970) states that the stock price of a company is 
formed from all information available in the market about the company. One of the available information 
is the financial report which contains information on conventional profit in the form of net profit, and 
profit from the development of the latest accounting standard regulations, namely comprehensive profit 
and attributable profit. The results of Kusuma (2020b) research show that comprehensive profit has a 
positive effect on stock prices, and attributable profit is also positively reacted to by the market. Kusuma 
and Kusumaningarti (2023) in her study developed the concept of the Earnings Responses Coefficient 
(ERC) which was previously introduced by Scott (2012), by testing the market reaction to comprehensive 
profit which is then termed the Comprehensive Earnings Response Coefficient (C-ERC) and testing the 
market reaction to attributable profit which is then termed the Attributable Earnings Response Coefficient 
(A-ERC), and the test results concluded that the order of market reaction is net profit, followed by 
comprehensive profit and finally attributable profit.  

The Conceptual Framework for Presentation of Financial Statements (IFRS and Indonesian 
SAK) states that the main characteristic of financial statements that have value relevance for users is 
that financial statements have the ability to influence user decisions. The ability of financial statements 
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to influence user decisions can be realized by changes in the company’s stock price after the audited 
financial statements are published publicly. In order to have the ability to influence user decisions, 
important financial statement items must have the ability to predict important information that will 
occur in the future, for example, current period profitability can predict investment returns received 
by investors in the future. In an effort to improve value relevance, information quality and reliability of 
financial reporting (Kusuma et al., 2021). SAK as a financial accounting standard in Indonesia, uses the 
basis of fair value accounting theory, the concept of all-inclusive income recognition and entity theory 
used by IFRS. Fair value accounting theory is used as a basis because it has more representation value, 
namely it is more capable of reporting assets at their actual value conditions in the financial statement 
position response, than the historical value previously used. Historical values   are outdated, do not have 
the ability to show values   that are in accordance with current conditions (Kusuma and Rahayu, 2022). 
Adjustments of assets from historical value to current fair value are recognized and reported as Other 
Comprehensive Income (OCI) (Kusuma and Saputra, 2022). PSAK No. 10 which was later revised in 
PSAK No. 113 states that in the valuation of assets based on fair value, there are three fair value inputs 
that will further affect the quality of OCI. OCI level 1 is obtained from the valuation of assets whose 
fair value is objectively available in the market, such as the fair value of financial assets in the form of 
stock securities investments, stock prices available in the capital market. OCI level 2, market prices are 
not available but similar substitute prices are available, for example foreign exchange rates in assessing 
cash flow hedges. OCI level 3, market prices and similar substitute prices are not available in the active 
market, so that management subjectivity is high in assessing assets. This fair value hierarchy further 
affects the quality of comprehensive income information. Comprehensive income with OCI level 1 has 
a greater influence coefficient than OCI level 3. The concept of all-inclusive income recognition is used 
as the basis for including OCI in the income statement, although the OCI components are unrealized 
income, but because they affect equity and meet the definition of income, OCI must be presented in the 
income statement (Kusuma, Marjukah and Kasim, 2025). In the old accounting standards before IFRS 
convergence (SAK before 2009), the concept of net surplus income was adopted, so that OCI was not 
recognized and was not presented in the income statement.

The entity theory is used as a basis because it has more value of fairness of rights and information 
about the existence of shareholders without controlling rights (hereinafter referred to as Non Controlling 
Interest or NCI) in subsidiaries in presenting consolidated financial statements. In previous accounting 
standards, NCI was presented floating in the financial position statement in a post between debt and 
equity. In the current SAK, NCI is clearly presented in equity, and even transparently states the equity 
attributed to NCI. This presentation is not limited to transparency and recognizing the existence of NCI 
as the owner of the company, but also makes it easier for NCI to know its rights to the net assets of the 
group company, making it easier for it to predict the return on its investment in the future. In addition, in 
previous accounting standards, NCI was in the income statement as an expense. In the current SAK, NCI 
is not recognized as an expense, but becomes part of the owner represented in net income attributed to 
NCI and net income attributed to NCI. This presentation is not limited to transparency and recognizing 
the existence of NCI as the owner of the company, but also makes it easier for NCI to know its rights 
to the distribution of group company profits, making it easier to predict the return on its investment in 
the future (Kusuma and Luayyi, 2024). Kusuma (2021a) research results prove that ROA comprehensive 
profit and ROA attributable profit can predict capital gains that will be received by investors. Kusuma 
(2024) concluded that profitability of comprehensive profit can predict bankruptcy. The hypothesis 
proposed by this study is:
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H1. 	The profitability of conventional measurement using net income has a positive effect on stock returns.
H2. 	The profitability of modified measurement using comprehensive income has a positive effect on 

stock returns.
H3. 	The profitability of modified measurement using attributable income has a positive effect on stock 

returns.

METHOD, DATA, AND ANALYSIS 

This study uses a quantitative paradigm. Secondary data was obtained from the financial statements 
of companies listed on the IDX 2020-2024 with a population of 917 companies. The sample selection 
method was purposive sampling and obtained a sample of 543 companies and observation data n = 
2,641, with the following details:

Table 1. Sample Selection Criteria
Criteria Quantity

Population of companies listed on the IDX 2020-2024 917
Reduced:
Listed after 2020 (201)
Financial reports are not routine (116)
Incomplete information on OCI & profit attribution (57)
Sample 543
Sample x Period 2.715
Outlier data (74)
Observation data 2.641

Source: Investment Gallery, Universitas Islam Kadiri, 2025.

Value relevance is indicated by the ability to influence users as measured by significant influence 
on stock returns that represent the reaction of stock market players. The ability of conventional financial 
ratios using aggregate net income and aggregate equity in influencing stock returns (stock returns reflect 
user reactions after the publication of financial statements) is described in the following model 1:

	 (1)

The ability of the modified comprehensive profit financial ratio (net profit replaced by comprehensive 
profit) to influence stock returns is described in the following model 2:

	 (2)

The ability of the modified financial ratio (aggregate profit and equity replaced by profit and equity 
attributed to owners of the parent entity) to influence stock returns is described in the following model 3:

(3)

The hypothesis acceptance criteria are as follows, H1 that conventional profitability measurement 
using net income has a positive effect on stock returns, is accepted if ROA, ROE and NPM net income 
(NI) in model 1 have a positive coefficient sign with a significance level of t below 5%. H2 that modified 
profitability measurement using comprehensive income has a positive effect on stock returns, is accepted 
if ROA, ROE and NPM comprehensive income (CI) in model 2 have a positive coefficient sign with a 
significance level of t below 5%. H3 that modified profitability measurement using attributable income 
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has a positive effect on stock returns, is accepted if ROA, ROE and NPM income attributable to owners of 
the parent entity (PEI) in model 3 have a positive coefficient sign with a significance level of t below 5%.

Robustness Test

The robustness test is carried out by replacing the measurement of value relevance with the ability 
to predict future investment returns measured by the dividend payout ratio for period t+1. The ability of 
conventional financial ratios as predictors of future dividends is described in the following model:

	 (4)

The ability of the comprehensive income modification financial ratio as a predictor of future 
dividends is described in the following model:

		  (5)

The ability of modified financial ratios, where aggregate earnings and equity are replaced by 
earnings and equity attributable to owners of the parent entity as a predictor of future dividends is 
illustrated in the following model:

(6)

Additional Tests

Additional analysis to test the ability of modified financial ratios, where aggregate earnings 
and equity are replaced by earnings and equity with non-controlling interests as predictors of future 
dividends is described in the following model:

(7)

The ability of the comprehensive income modification financial ratio by disaggregating OCI based 
on the hierarchy of fair value levels in influencing stock returns is described in the following model:

	 (8)

RESULTS AND DISCUSSION
Results

The following table shows the results of descriptive statistics and the results of Pearson correlation 
analysis. The average stock return is 0.024; the average ROA net income is 0.048; the average dividend 
t+1 is 0.015. ROA using net income has an average of 0.048; comprehensive income is 0.051; and income 
attributable to the parent is 0.052. Conventional ROA with net income is positively correlated with stock 
returns with a coefficient of 0.621*** and dividend t+1 with a coefficient of 0.412**. Modified ROA with 
comprehensive income (ROA CI) is positively correlated with stock returns with a coefficient of 0.508** 
and dividend t+1 with a coefficient of 0.454**. Modified ROA with net income attributable to the parent 
(ROA NI PEI) is positively correlated with stock returns with a coefficient of 0.512** and dividend t+1 
with a coefficient of 0.498**.
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Hypothesis Test Results

The following table presents the results of hypothesis testing with multiple regression analysis. 
H1 that conventional profitability measurement using net income has a positive effect on stock returns 
is accepted because ROA = 0.828 (12.715)***, ROE = 0.739 (9.826)*** and NPM net income (NI) 0.584 
(10.937)*** in model 1 each have a positive coefficient sign with a significance level of t below 5%. H2 that 
modified profitability measurement using comprehensive income has a positive effect on stock returns 
is accepted because ROA = 0.691 (8.407)***, ROE = 0.502 (8.518)*** and NPM comprehensive income (CI) 
= 0.501 (6.629)** in model 2 each have a positive coefficient sign with a significance level of t below 5%. 
H3 that profitability measurement modification using attributable profit has a positive effect on stock 
returns, is accepted because ROA = 0.805 (9.729)***, ROE = 0.716 (8.830)*** and NPM attributable profit 
to owners of the parent entity (PEI) = 0.727 (11.941)*** in model 3 each have a positive coefficient sign 
with a significance level of t below 5%. Based on the adjusted R2 value, the following three models show 
that model 1 (54.11%) has a larger adjusted R2 value than model 2 (40.20%) and model 3 (41.81%), this 
means that net profit is still superior in predicting future information and is more responded to by the 
market.	

Table 3. Hypothesis Test Results

Variable
Value Relevance = Stock Return sebagai Y

Model 1 Model 2 Model 3

Intercept 0.415 (8.604)* 0.328 (10.463)* 0.334 (8.468)*
ROA NI 0.828 (12.715)*** – –
ROE NI 0.739 (9.826)*** – –
NPM NI 0.584 (10.937)*** – –
ROA CI – 0.691 (8.407)*** –
ROE CI – 0.502 (8.518)*** –
NPM CI – 0.501 (6.629)** –
ROA NI PEI – – 0.805 (9.729)***
ROE NI PEI – – 0.716 (8.830)***
NPM NI PEI – – 0.727 (11.941)***
ROA CI PEI – – 0.538 (12.052)***
ROE CI PEI – – 0.449 (7.136)**
NPM CI PEI – – –0.250 (5.247)*
SIZE 0.303 (5.157)* –0.401 (5.579)* 0.361 (4.358)*
F 12.443*** 10.057*** 9.886***
Adjusted R2 0.5411 0.4020 0.4181
Notes: 
Significance of regression coefficients ***, **, * for levels 1%, 5%, 10%.

Source: Data processed by researchers, 2025

Model Robustness Test

The following table presents the results of the model robustness test, by replacing the dependent 
variable as a proxy for value relevance, from previously measured by stock returns as a proxy for how the 
market responds to profitability, replaced by the ability of profitability to predict important information 
in the future, which is represented by the predictive power of dividends as a reflection of investment 
returns.
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Table 4. Model Robustness Test Results

Variable
Value Relevance = Dividen t+1 sebagai Y

Model 4 Model 5 Model 6

Intercept 0.451 (8.826)* 0.355 (9.747)* 0.366 (10.901)*
ROA NI 0.726 (12.937)*** – –
ROE NI 0.673 (9.048)*** – –
NPM NI 0.524 (10.159)*** – –
ROA CI – 0.569 (8.809)*** –
ROE CI – 0.502 (8.912)*** –
NPM CI – 0.411 (6.038)** –
ROA NI PEI – – 0.727 (9.758)***
ROE NI PEI – – 0.688 (8.967)***
NPM NI PEI – – 0.693 (11.076)***
ROA CI PEI – – 0.404 (12.185)***
ROE CI PEI – – 0.415 (7.294)**
NPM CI PEI – – –0.262 (5.303)*
SIZE 0.301 (5.132)* –0.389 (5.356)* 0.337 (4.412)*
F 12.984*** 10.387*** 9.078***
Adjusted R2 0.5024 0.384 0.4045

Notes: 
Significance of regression coefficients ***, **, * for levels 1%, 5%, 10%.

Source: Data processed by researchers, 2025

The models are consistent in providing results with hypothesis testing when value relevance is 
measured by the predictive power of dividends. Model 4 shows that ROA net income = 0.726 (12.937)***; 
ROE net income = 0.673 (9.048)***; NPM net income = 0.524 (10.159)*** has a positive effect on dividends 
in period t+1. Model 5 shows that ROA comprehensive income = 0.569 (8.809)***; ROE comprehensive 
income = 0.502 (8.912)***; NPM comprehensive income = 0.411 (6.038)**; has a positive effect on dividends 
in period t+1. Model 6 shows that ROA income attributable to controlling parent owners = 0.727 (9.758)***; 
ROE income attributable = 0.688 (8.967)***; NPM attributable profit = 0.693 (11.076)*** has a positive 
effect on dividends in period t+1.

Additional Test

The following table presents the results of additional analysis tests to test the ability of modified 
financial ratios, where aggregate profit and equity are replaced by profit and equity with non-controlling 
interests as predictors of future dividends (model 7) and the ability of modified financial ratios of 
comprehensive income by disaggregating OCI based on the hierarchy of fair value levels in influencing 
stock returns (model 8). The results of additional analysis show that the modified financial ratios, 
where aggregate profit and equity are replaced by profit and equity with non-controlling interests also 
have relevance ROA NI NCI = 0.708 (9.367)***; ROE NI NCI = 0.619 (8.845)***; NPM NI NCI = 0.620 
(11.754)***. Related to the fair value hierarchy in valuing assets, the results of additional analysis show 
that comprehensive income with OCI category of fair value hierarchy input level 1, is more predictive 
and more reacted by the market than levels 2 and 3, ROA with OCI Level 1 = 0.551 (6.782)**; ROA with 
OCI Level 2 = 0.412 (5.211)*; ROA with OCI Level 3 = 0.016 (3.889). This shows that the objectivity of OCI 
affects the quality of comprehensive income information which then affects the value relevance.
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Table 5. Additional Analysis Test Results

Variable (Model 7)
Y = Divt+1

(Model 8)
Y = RS

Intercept 0.397 (10.928)* –0.446 (8.902)*
ROA NI NCI 0.708 (9.367)*** –
ROE NI NCI 0.619 (8.845)*** –
NPM NI NCI 0.620 (11.754)*** –
ROA CI NCI 0.431 (12.663)*** –
ROE CI NCI 0.454 (7.721)** –
NPM CI NCI –0.246 (5.821)* –
ROA Level 1 – 0.551 (6.782)**
ROA Level 2 – 0.412 (5.211)*
ROA Level 3 – 0.016 (3.889)
SIZE 0.392 (43.034)* 0.622 (11.476)***
F 9.078*** 5.872***
Adjusted R2 0.401 0.2167
Notes :
Significance of regression coefficients ***, **, * for levels 1%, 5%, 10%.

Source: Data processed by researchers, 2025

Discussion
The Effect of Conventional Profitability Measurement Using Net Income on Stock Returns

The hypothesis testing of this study successfully proved that conventional profitability 
measurement using net income has a positive effect on stock returns. This means that net income has 
value relevance, because it is used by users as input in making investment decisions that are manifested 
in changes in stock prices after the publication of profit information in the financial statements. The 
theoretical meaning of the findings of this study is that net income information has value relevance. The 
results of this study support the theory of profit information content (Ball and Brown, 1968) and signal 
theory (Spence, 1973). The results of the model resilience test are also consistent with these findings, that 
net income has predictive power over future information, as a supporting reinforcement for having value 
relevance. These findings are in line with the evidence provided by Kusuma (2021b) that net income 
profitability has value relevance because it can increase the value of the company. The use of modified 
profitability ratio analysis involving comprehensive income plays a more significant role, especially 
when analyzing companies with significant holdings of available-for-sale financial assets. These assets 
are considered productive assets, particularly in the financial sector, with the goal of generating capital 
gains. These assets are typically released or realized when market prices rise, resulting in a relatively 
short ownership period. Using profitability based on comprehensive income is considered more 
appropriate because it better predicts future profits from the realization of these financial assets, which 
were previously presented in the OCI group to be reclassified. This group profitability ratio includes this, 
while the conventional profitability ratio only uses net income.

The Effect of Modified Profitability Measurement Using Comprehensive Income on Stock 
Returns.

The hypothesis testing of this study successfully proved that modified profitability measurement 
using comprehensive income has a positive effect on stock returns. This means that ROA, ROE, NPM 
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based on comprehensive income as an alternative modification of financial performance measurement, 
also have value relevance as well as net income, because it can be used by users as input in making 
investment decisions that are manifested in changes in stock prices after the publication of comprehensive 
income information in the financial statements, although it contains OCI which is unrealized income. 
The theoretical meaning of the findings of this study is that comprehensive income information has 
value relevance. The results of this study, in addition to supporting the theory of income information 
content (Ball and Brown, 1968) and signal theory (Spence, 1973), are also in line with the objectives 
of SAK shifting from historical cost to fair value. That this change is not limited to increasing the 
representative value of the presentation of assets and liabilities, but also the impact of the change that 
gives rise to OCI in comprehensive income, also has value relevance. The results of the model resilience 
test are also consistent with this finding, that comprehensive income has predictive power over future 
information, as a supporting reinforcement for having value relevance. These findings are in line with 
the evidence provided by Kusuma and Agustin (2024) and Andriana et al., (2025) that comprehensive 
income profitability has value relevance because it is able to improve market performance and Athori et 
al., (2025) that net income profitability improves sustainability performance.

The Effect of Profitability of Modified Measurement Using Attributable Profit on Stock 
Returns.

The hypothesis testing of this study successfully proved that profitability of modified measurement 
using attributable profit has a positive effect on stock returns. This means that ROA, ROE, NPM based 
on profit attributed to shareholders with majority ownership and control of the parent entity as an 
alternative modification of financial performance measurement, also has the same value relevance as net 
profit, because it can be used by users as input in making investment decisions that are manifested in 
changes in stock prices after the publication of attributable profit information in the financial statements, 
although it contains OCI which is unrealized income and has no relationship with cash flow and net 
profit in the current period. The theoretical meaning of the findings of this study is that information to 
shareholders with majority ownership and control of the parent entity has value relevance. The results 
of this study, in addition to supporting the theory of profit information content (Ball and Brown, 1968) 
and signal theory (Spence, 1974), are also in line with the objectives of SAK shifting from parent theory 
to entity theory. That this change is not only limited to increasing transparency, but also the impact 
of the change which places minority rights in the right position as part of the owner even though the 
shares are small without control rights, also has value relevance. The results of the model robustness 
test are also consistent with this finding, that profit attributed to shareholders with minority ownership 
in subsidiaries and without controlling rights (NCI) has predictive power over future information, as a 
supporting reinforcement of having value relevance. This finding is in line with the evidence provided 
by Kusuma and Athori (2023) that the profitability of attributable profit has value relevance because it 
can improve market performance.

CONCLUSION AND SUGGESTIONS 
Conclusion

Modification of financial ratio analysis based on fair value using comprehensive income and 
attributable profit in the formulation of ROA, ROE and NPM is proven to have value relevance because 
it is able to influence user decisions including when replacing measurement of value relevance with the 
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dividend payout ratio, show that the modification of the fair value-based financial ratio analysis using 
comprehensive income and attributable income in the ROA, ROE and NPM formulations is proven to 
strengthen the conclusion that it has value relevance because it is able to predict dividends as a reflection 
of future investment returns. Aggregate income and equity are replaced by income and equity with non-
controlling interests, also has relevance. Related to the fair value hierarchy in valuing assets, the results 
of additional analysis show that comprehensive income with OCI in the fair value hierarchy category of 
input level 1, is more predictive and more reacted to by the market than levels 2 and 3. This shows that 
the objectivity of OCI affects the quality of comprehensive income information which then affects value 
relevance. Net income is still superior in predicting future information and is more responded to by the 
market. This is because net income is the actual realized income and is considered by market players to 
best represent the company’s performance compared to comprehensive income and attributable income. 
Comprehensive income contains elements of unrealized earnings which are limited to transitory income 
from adjustments for the current period, and attributable income becomes less relevant if a separate 
group entity presents financial statements with subsidiaries. This result is in line with Kusuma Buton’s 
research, that ERC based on net income is the most relevant compared to ERC based on comprehensive 
income and attributable income.

Suggestion

The limitation of this study is that it has not modified profitability with a focus on operating profit. 
The latest accounting standard, IFRS 18, revises the appearance of the income statement with a focus 
on changes in the presentation of profit classification, especially on the meaning of operating profit. 
Further research is recommended to develop profitability based on operating profit and link it to market 
reactions and predictive power, in line with changes to SAK which will be effectively implemented on 
January 1, 2027. This study also has not explored what variables are able to moderate the value relevance 
of comprehensive income that is specific to the OCI level 3 fair value hierarchy test with its characteristics 
that contain high subjectivity because fair value is not actually available in an active market. Further 
research is recommended to test the moderating role of variables that strengthen the value relevance of 
OCI level 3.
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