
 

 
 
 
Vol 8 Issue 2 October 2020-March 2021 
 
A STUDY ON MATERIAL MANAGEMENT IN ARINGAR ANNA SUGAR MILLS Full Text  
Vol 8 Issue 2 October 2020-March 2021 
Dr. S. Saravanan, Kamalanathan K.A 

Download Complete PaperA 

 
A Study on Consumer Satisfaction towards Branded Health Drinks with Special Reference to 

Tiruvannamalai District Full Text  
Vol 8 Issue 2 October 2020-March 2021 
Dr.P.Ramalingam., P.Suresh 

Download Complete Paper 

 
DETERMINANTS OF IMPLEMENTATION OF SUSTAINABLE PROCUREMENT 
PRACTICES IN OIL AND GAS SECTOR IN KENYA. (A CASE OF KENYA PIPELINE) Full 

Text  
Vol 8 Issue 2 October 2020-March 2021 
BETH GASHERI MURUNGI, DR. SAMSON NYANG’AU PAUL 

Download Complete Paper  

 
Abstract 

https://www.researchpublish.com/pdfviewer/paperpdf-1617098666.pdf
https://www.researchpublish.com/upload/book/paperpdf-1617098666.pdf
https://www.researchpublish.com/upload/book/paperpdf-1617098666.pdf
https://www.researchpublish.com/pdfviewer/paperpdf-1616855142.pdf
https://www.researchpublish.com/upload/book/paperpdf-1616855142.pdf
https://www.researchpublish.com/pdfviewer/paperpdf-1615894545.pdf
https://www.researchpublish.com/pdfviewer/paperpdf-1615894545.pdf
https://www.researchpublish.com/upload/book/paperpdf-1615894545.pdf
https://www.researchpublish.com/upload/book/paperpdf-1615894545.pdf
javascript:;


 

 
EFFECT OF PROCUREMENT PRACTICES ON THE IMPLEMENTATION OF E-
PROCUREMENT IN THE GOVERNAMENT PARASTATALS IN KENYA, A CASE OF 

KENYA NATIONAL HIGHWAY AUTHORITY (KeNHA) Full Text  
Vol 8 Issue 2 October 2020-March 2021 
KIBET LANGAT, DR. SAMSON NYANG’AU PAUL 

Download Complete Paper 

 
FOREIGN EXPERIENCE IN BINONDO (CHINATOWN), MANILA AS A FOOD TOURIST 
SITE Full Text  
Vol 8 Issue 2 October 2020-March 2021 
Wong, Kiara Beatriz B., Salazar, Jeian Marie Arzei C., Dr. Jimford Tabuyo 

Download Complete Paper 

 
Organization Silence & Employee Engagement Full Text  
Vol 8 Issue 2 October 2020-March 2021 
Sohel Debbarma, Dr. Shikha Goyal 

Download Complete Paper 

 
A Study of Financial Statements of Proposed and Post-Merger of Indian Public Sector Banks Full 

Text  
Vol 8 Issue 2 October 2020-March 2021 

Jasvin Patel, Vishal Bhagat, Supriya Sahu, Hemant Tiwari 
Download Complete Paper 

 
Threshold Fiscal Deficit on Economic Growth in Kenya Full Text  
Vol 8 Issue 2 October 2020-March 2021 
Stella Chebiwott, Antony Mwangangi 

Download Complete Paper 

 
IDEALIZED INFLUENCE ON EMPLOYEE ENGAGEMENT IN PUBLIC UNIVERSITIES IN 
KENYA Full Text  
Vol 8 Issue 2 October 2020-March 2021 
Regina Wacera Maina, Karanja Ngugi, Romanus Odhiambo 

Download Complete Paper 

 
Inspection Methods in Recycling Plastics from Reverse Logistics Full Text  
Vol 8 Issue 2 October 2020-March 2021 
Saravanan. S, Ajith .B 

Download Complete Paper 

 
The Impact of Covid-19 on Organisation Restructuring in Insurance Sector in Oman Full Text  
Vol 8 Issue 2 October 2020-March 2021 
Fawaz Al-Hakmani, Nader Al-Tammami, Mohammed Nazarudeen, May Al-Rawahi, Othman 
Al-Fahdi, Arti Sharma 

Download Complete Paper 

 
The Effect of Financial Rewards, Work Environment, and Social Values on Accounting 
Student’s Interest in Choosing Career as Public Accountant With Gender as Moderation Full Text  
Vol 8 Issue 2 October 2020-March 2021 

https://www.researchpublish.com/pdfviewer/paperpdf-1615894253.pdf
https://www.researchpublish.com/upload/book/paperpdf-1615894253.pdf
https://www.researchpublish.com/pdfviewer/paperpdf-1616217312.pdf
https://www.researchpublish.com/upload/book/paperpdf-1616217312.pdf
https://www.researchpublish.com/pdfviewer/paperpdf-1614840951.pdf
https://www.researchpublish.com/upload/book/paperpdf-1614840951.pdf
https://www.researchpublish.com/pdfviewer/paperpdf-1613389021.pdf
https://www.researchpublish.com/pdfviewer/paperpdf-1613389021.pdf
https://www.researchpublish.com/upload/book/paperpdf-1613389021.pdf
https://www.researchpublish.com/pdfviewer/paperpdf-1613233866.pdf
https://www.researchpublish.com/upload/book/paperpdf-1613233866.pdf
https://www.researchpublish.com/pdfviewer/paperpdf-1612949630.pdf
https://www.researchpublish.com/upload/book/paperpdf-1612949630.pdf
https://www.researchpublish.com/pdfviewer/paperpdf-1611843329.pdf
https://www.researchpublish.com/upload/book/paperpdf-1611843329.pdf
https://www.researchpublish.com/pdfviewer/paperpdf-1611990932.pdf
https://www.researchpublish.com/upload/book/paperpdf-1611990932.pdf
https://www.researchpublish.com/pdfviewer/paperpdf-1611833022.pdf


I Made Andika Wicaksana, Ida Bagus Dharmadiaksa, I Ketut Yadnyana, Gerianta Wirawan 
Yasa 

Download Complete Paper 

 
THE ROLE OF WORK MOTIVATION MEDIATES COMPENSATION AND THE 
WORKING ENVIRONMENT TO EMPLOYEE PERFORMANCE AT ROCK BAR THE 

AYANA RESORT AND SPA, BALI Full Text  
Vol 8 Issue 2 October 2020-March 2021 
Juli Marianto, Ida Bagus Ketut Surya 

Download Complete Paper  

 
The Effect of Tax, Profitability, Tunneling Incentive, and Good Corporate Governance on 
Transfer Pricing Full Text  
Vol 8 Issue 2 October 2020-March 2021 
Ida Ayu Made Rista Ramdani, Ni Ketut Rasmini 

Download Complete Paper 

 
The Effect of Industry Types and Foreign Investors on Capital Market Reaction due to Covid-19 
in Indonesia Full Text  
Vol 8 Issue 2 October 2020-March 2021 

Komang Indah Kusuma Putri, I Gusti Ngurah Agung Suaryana 

Vol 8 Issue 2 October 2020-March 2021 

Downloads Complete Paper 

The Effect of Positive Mood and Auditor’s Experience on Auditor's Ethical Decisions Full Text  

Vol 8 Issue 2 October 2020-March 2021 

Ni Luh Putu Ayu Indri Istadewati, A. A. G. P. Widanaputra, I Dewa Nyoman Badera, Ni Luh 

Sari Widhiyani 

Download Complete Paper  

 

Abstract 

 

 

The Effect of EWOM and Brand Image on Perceived Value, and Its Impact on Repurchase 
Intention Full Text  

Vol 8 Issue 2 October 2020-March 2021 

Komang Karisma Devantha, Ni Wayan Ekawati 

Download Complete Paper  

 

Abstract 

 

 

https://www.researchpublish.com/upload/book/paperpdf-1611833022.pdf
https://www.researchpublish.com/pdfviewer/paperpdf-1611659641.pdf
https://www.researchpublish.com/upload/book/paperpdf-1611659641.pdf
https://www.researchpublish.com/upload/book/paperpdf-1611659641.pdf
https://www.researchpublish.com/pdfviewer/paperpdf-1611394627.pdf
https://www.researchpublish.com/upload/book/paperpdf-1611394627.pdf
https://www.researchpublish.com/pdfviewer/paperpdf-1611294522.pdf
https://www.researchpublish.com/pdfviewer/paperpdf-1611225971.pdf
https://www.researchpublish.com/upload/book/paperpdf-1611225971.pdf
https://www.researchpublish.com/upload/book/paperpdf-1611225971.pdf
javascript:;
javascript:;
https://www.researchpublish.com/pdfviewer/paperpdf-1610723723.pdf
https://www.researchpublish.com/upload/book/paperpdf-1610723723.pdf
https://www.researchpublish.com/upload/book/paperpdf-1610723723.pdf
javascript:;
javascript:;


A SUPPLY CHAIN PERFORMANCE FRAMEWORK FOR SUGAR MANUFACTURING 
FIRMS IN KENYA: A FOCUS ON MARKETING DIVERSIFICATION STRATEGY Full Text  

Vol 8 Issue 2 October 2020-March 2021 

Kiongera,F.N., Ngacho,C., Otuya, W. 

Download Complete Paper 

 

Abstract 

 

 

“Permanent Establishment, The Digital Economy, and Transfer Pricing: How International Tax 

Law Adapting to New Business Reality, especially facing the new normal on phase after the 
Covid 19 pandemic” Full Text  

Vol 8 Issue 2 October 2020-March 2021 

Mochamad Ferdiansa, Cosmas Budiyantoro 

Download Complete Paper  

 

Abstract 

 

 

The Influence of Profitability and Free Cash Flow on Dividend Policy with Asset Growth as 
Moderating Variable Full Text  

Vol 8 Issue 2 October 2020-March 2021 

Ni Putu Santhi Sugiyanthi, A. A. G. P. Widanaputra, Ni Gusti Putu Wirawati, Ni Ketut Rasmini 

Download Complete Paper  

 

Abstract 

 

 

The Influence of Emotional Intelligence, Professional Ethics, and Professionalism on Auditor 
Performance at the Public Accounting Firm in Bali Province Full Text  

Vol 8 Issue 2 October 2020-March 2021 

I Gagus Irsan Putra Satria, I Dewa Gede Dharma S, Dodik Ariyanto, Made Gede 

Wirakusuma 

Download Complete Paper  

 

Abstract 

 

https://www.researchpublish.com/pdfviewer/paperpdf-1610716583.pdf
https://www.researchpublish.com/upload/book/paperpdf-1610716583.pdf
https://www.researchpublish.com/upload/book/paperpdf-1610716583.pdf
javascript:;
javascript:;
https://www.researchpublish.com/pdfviewer/paperpdf-1610539431.pdf
https://www.researchpublish.com/upload/book/paperpdf-1610539431.pdf
https://www.researchpublish.com/upload/book/paperpdf-1610539431.pdf
javascript:;
javascript:;
https://www.researchpublish.com/pdfviewer/paperpdf-1610535718.pdf
https://www.researchpublish.com/upload/book/paperpdf-1610535718.pdf
https://www.researchpublish.com/upload/book/paperpdf-1610535718.pdf
javascript:;
javascript:;
https://www.researchpublish.com/pdfviewer/paperpdf-1610532876.pdf
https://www.researchpublish.com/upload/book/paperpdf-1610532876.pdf
https://www.researchpublish.com/upload/book/paperpdf-1610532876.pdf
javascript:;
javascript:;


 

The Underwriter Quality Moderates the Effect of Financial Information on the Level of 

Underpricing of Shares during the Initial Public Offering Full Text  

Vol 8 Issue 2 October 2020-March 2021 

Amrullah Hanif Azam, I Gusti Ayu Eka Damayanthi, I Ketut Yadnyana, I Wayan Ramantha 

Download Complete Paper 

 

INFLUENCE OF CREDIT MANAGEMENT PRACTICES ON FINANCIAL 

PERFORMANCE OF SAVINGS AND CREDIT CO-OPERATIVE SOCIETIES IN 
KAKAMEGA COUNTY, KENYA, Full Text  

Vol 8 Issue 2 October 2020-March 2021 

Mukachelelwa Khaoya Mercy, Dr. Muli Maingi, Mr. Dennis Bulla 

Download Complete PaperAbstract 

 

EFFECT OF CORPORATE DISCLOSURE ON FINANCIAL PERFORMANCE OF FIRMS 
LISTED ON NAIROBI SECURITIES EXCHANGE, KENYA Full Text  

Vol 8 Issue 2 October 2020-March 2021 

Gidali Frankline, Dr.Alala Ondiek, Dr.Maniagi Musiega 

Download Complete PaperAbstract

 

CUSTOMER SATISFACTION OF SELECTED LATIN AMERICAN THEMED 
RESTAURANTS IN MAKATI, CITY Full Text  

Vol 8 Issue 2 October 2020-March 2021 

Belo, Ma Guillin Rose, Perez, Pamela, Mr. Ernesto C. Mandigma Jr. 

Download Complete PaperAbstract

 

The Effect of Financial Distress, Growth Opportunities, and Leverage on Accounting 

Conservatism Full Text  

Vol 8 Issue 2 October 2020-March 2021 

I Nyoman Abie Kumala Surya, Henny Triyana Hasibuan 

Download Complete PaperAbstract

 

Organizational Innovation and Performance of Nonprofit Organizations in Kenya Full Text  

Vol 8 Issue 2 October 2020-March 2021 

Ahawo Roy Odhiambo 

https://www.researchpublish.com/pdfviewer/paperpdf-1610373005.pdf
https://www.researchpublish.com/upload/book/paperpdf-1610373005.pdf
https://www.researchpublish.com/pdfviewer/paperpdf-1610368342.pdf
https://www.researchpublish.com/upload/book/paperpdf-1610368342.pdf
https://www.researchpublish.com/upload/book/paperpdf-1610368342.pdf
https://www.researchpublish.com/pdfviewer/paperpdf-1610367925.pdf
https://www.researchpublish.com/upload/book/paperpdf-1610367925.pdf
https://www.researchpublish.com/upload/book/paperpdf-1610367925.pdf
https://www.researchpublish.com/pdfviewer/paperpdf-1610185610.pdf
https://www.researchpublish.com/upload/book/paperpdf-1610185610.pdf
https://www.researchpublish.com/upload/book/paperpdf-1610185610.pdf
https://www.researchpublish.com/pdfviewer/paperpdf-1610175369.pdf
https://www.researchpublish.com/upload/book/paperpdf-1610175369.pdf
https://www.researchpublish.com/upload/book/paperpdf-1610175369.pdf
https://www.researchpublish.com/pdfviewer/paperpdf-1609329341.pdf


Download Complete PaperAbstract 

 

 

Product Innovation and Performance of Nonprofit Organizations in Kenya Full Text  

Vol 8 Issue 2 October 2020-March 2021 

Ahawo Roy Odhiambo 

Download Complete PaperAbstract 

 

COMMUNITY FOCUSED CORPORATE SOCIAL RESPONSIBILITY PRACTICES AND 

ORGANIZATIONAL PERFORMANCE OF SELECTED SUGAR COMPANIES IN 
WESTERN KENYA Full Text  

Vol 8 Issue 2 October 2020-March 2021 

Elizabeth Anindo Mwanza, Dr. Patrick. B. Ojera, Dr. Ayub Shitseswa 

Download Complete PaperAbstract 

 

The Effect of Credit Interest Rates, Loan to Deposit Ratio and Capital Adequacy Ratio on Non-

Performing Loan in Commercial Banks Registered on IDX 2016-2019 Period Full Text  

Vol 8 Issue 2 October 2020-March 2021 

Ida Ayu Made Sinta Widiari, I Dewa Gede Dharma Suputra 

Download Complete PaperAbstract 

 

https://www.researchpublish.com/upload/book/paperpdf-1609329341.pdf
https://www.researchpublish.com/upload/book/paperpdf-1609329341.pdf
https://www.researchpublish.com/pdfviewer/paperpdf-1609329024.pdf
https://www.researchpublish.com/upload/book/paperpdf-1609329024.pdf
https://www.researchpublish.com/upload/book/paperpdf-1609329024.pdf
https://www.researchpublish.com/pdfviewer/paperpdf-1609328777.pdf
https://www.researchpublish.com/upload/book/paperpdf-1609328777.pdf
https://www.researchpublish.com/upload/book/paperpdf-1609328777.pdf
https://www.researchpublish.com/pdfviewer/paperpdf-1609237973.pdf
https://www.researchpublish.com/upload/book/paperpdf-1609237973.pdf
https://www.researchpublish.com/upload/book/paperpdf-1609237973.pdf


International Journal of Management and Commerce Innovations  ISSN 2348-7585 (Online) 
Vol. 8, Issue 2, pp: (268-277), Month: October 2020 - March 2021, Available at: www.researchpublish.com 

 

Page | 268  
Research Publish Journals 

The Underwriter Quality Moderates the Effect 

of Financial Information on the Level of 

Underpricing of Shares during the Initial 

Public Offering 

Amrullah Hanif Azam
1
, I Gusti Ayu Eka Damayanthi

2
, I Ketut Yadnyana

3
,                                        

I Wayan Ramantha
4
 

1,2,3,4
Udayana University 

1,2,3,4
Faculty of Economics and Business, Bali, Indonesia 

Abstract: The underpricing phenomenon is a phenomenon of initial public offering with a cheaper share price in 

the primary market compared to the secondary market. Investors expect underpricing to get an initial return. 

Meanwhile, the company will not get the maximum amount of funds. The purpose of this study was to determine 

the quality of the underwriter as a moderating effect on the basic earning power, debt to equity ratio, and proceeds 

on the level of underpricing stocks. This research was conducted on non-financial companies that made initial 

public offerings in 2016-2019. The sample was selected by a purposive sampling method to get as many as 141 

companies. The data analysis technique used is moderate regression analysis. This study proves that only the 

proceeds have a negative effect on the level of underpricing stocks. Underwriter quality is only able to moderate 

the negative effect of basic earning power and proceeds at the level of underpricing stocks. 

Keywords: Underpricing, Basic Earning Power, Debt to Equity Ratio, Proceeds, Underwriter Quality. 

I.   INTRODUCTION 

The tighter business competition between companies requires a company to continue to grow. One alternative source of 

funding from external companies that can be used is through the capital market. The initial public offering (IPO) is the 

first public sale of shares done in the primary market (Hartono, 2016:36). Determining the share price during the IPO is 

an important factor for the company because it relates to the amount of funds that will be obtained from the issuer as well 

as the risks that will be borne by the underwriter (Putra and Damayanthi, 2013). The phenomenon that often occurs when 

companies conduct IPOs is underpricing, namely the share price in the primary market is lower than the share price after 

trading on the secondary market on the first day of trading (Saputra and Suaryana, 2016). 

Underpricing has become a common phenomenon when companies make initial public offerings in various capital 

markets around the world (Loughran et.al., 1994). In some developing countries in America the symptoms of 

underpricing in the short term also occur, but in the long term the opposite condition (overpricing) occurs (Aggarwal 

et.al., 1993). Underpricing rates vary across the world's capital markets, from a low of 4.3 percent in France to a high in 

China by 388.0 percent. On average, the current underpricing rate of IPOs in developing countries is higher than in 

developed countries (Husson and Jacquillat 1989 and Datar and Mao 1998 in Gumanti and Alkaf, 2011). The company 

wants to minimize the occurrence of underpricing, because it causes the transfer of prosperity from the owner to investors 

(Beatty and Ritter, 1986). The theory of underpricing that exists so far no one dares to state, better in explaining 

the phenomenon of underpricing. Most theories are based on the asymmetry of information around the IPO (Gumanti and 

Alkaf, 2011). Johnson and Miller (1988) stated that the level of underpricing is positively related to uncertainty. This 

uncertainty relates to the inequality of information between the parties involved in the establishment of the initial public 

https://www.translatoruser.net/bvsandbox.aspx?&from=id&to=en&csId=e988bf92-e008-4c0b-9fbc-4fd742761a93&usId=930ec895-5ebc-49fc-bbd2-196c7413ae97&ac=true&bvrpx=false&bvrpp=&dt=2021%2F1%2F7%2014%3A24#Loughran
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offering price called information asymmetry. Asymmetry of information occurs because companies often know 

information unknown to investors (Ferrer, 2016). 

Underpricing occurs due to the asymmetry of information that occurs between informed and uninformed investors (Rock 

Model) or between the issuer and the underwriter (Baron Model). Rock (1986) who conducted research 

on underpricing introduced winner's curse. The occurrence of winner's curse is caused by the presence of 

informed investors who have more information about the condition and prospects of the company. Uninformed investors, 

investors who do not have information about the condition and prospects of the company will bear the risk of greater 

uncertainty related to the actual market value of the company. According to  Baron (1982), underwriters have better 

information than prospective issuer does about the situation and market demand for company shares. Underwriters usually 

utilize this condition by setting an initial public offering price that is relatively acceptable to potential investors. This is 

related to the guarantee system of the underwriter who uses full commitment on average, aiming that the value of shares 

that must be underwriter guaranteed in case of loss of unsold shares of the company during the IPO becomes low so that 

the risk of guarantee can be reduced. In Indonesia the phenomenon of underpricing often occurs in companies that 

conduct an IPO (Widarjo et.al., 2017). The following are the data on IPO developments in Indonesia over the last 4 years, 

namely from 2016-2019: 

Table 1: Companies Underpricing Year 2016-2019 on the First Day of Trading on the Secondary Market 

Years 
Number of companies 

that IPO 
Overpricing Remain Underpricing 

Percentage 

underpricing 

2016 15 1 0 14 93,33 

2017 37 4 0 33 89,19 

2018 57 3 1 53 92,98 

2019 55 3 1 51 92,73 

Amount 164 11 2 151 92,06 

Source: IDX factbook, 2020 

Table 1. Explains that, of the 164 companies whose IPOs were from 2016–2019, 151 companies were underpricing 

or nearly 92.06 percent of the total company that conducted IPOs. According to Bini et.al., (2011) asymmetry of 

information occurring between issuers, underwriters and between investors can be minimized by the issuance of the 

prospectus by the company. Previous research on factors that affect underpricing has been widely done, but resulted in 

inconsistencies. Financial information commonly studied is profitability with proxy Return on Assets (ROA) and Return 

on Equity (ROE), debt to equity ratio (DER) and proceeds. This research uses profitability that is a proxy with Basic 

Earning Power (BEP), because the latest research on BEP at the underpricing level was only conducted by Sumani and 

Laurentia (2017) who obtained the results that BEP negatively affects underpricing. While general research using ROA 

and ROE proxy of profitability as done by Putra and Damayanthi (2013) and Santoso (2019) which obtained the results 

that profitability has no effect on the level of underpricing of shares. Research on DER has been conducted by Saputra 

and Suaryana (2016) obtained results that DER has a positive effect on underpricing levels. While the research conducted 

by Putra and Damayanthi (2013), Partama and Gayatri (2019); Rani and Kaushik (2015); Banerjee (2015); and Yuliani 

et.al., (2019) found that DER has no effect on the level of underpricing. 

Research on proceeds has been conducted by Ariska and Sumiati (2015) and Haska et.al., (2016) who obtained results that 

proceeds negatively affects underpricing. Research on the quality of underwriters has been conducted by Wiguna and 

Yadnyana (2015); Kartika and Putra (2017); and Thoriq et.al., (2018) obtained results that the quality of underwriters has 

no effect on the level of underpricing. While the research conducted by Yanti and Yasa (2016); and Yuliani et al., (2019) 

obtained the results that the quality of underwriters negatively affects the level of underpricing. This research uses the 

quality of underwriters as moderation variables to see the influence of underwriters as parties who bridge the interests 

between issuers and investors in influencing the level of underpricing. In addition, the use of underwriter quality as 

moderation variables is still not widely researched, the latest research conducted by Haska et al. (2016) which obtained 

the results of quality underwriters is only able to strengthen the influence of investment risk and proceeds on 

underpricing. Based on the description, the formulation of the problem of this research is how financial 

information affects the level of stock underpricing during the IPO and whether the quality of underwriters can moderate 

the influence of research variables at the level of stock underpricing during the IPO. 

https://www.translatoruser.net/bvsandbox.aspx?&from=id&to=en&csId=e988bf92-e008-4c0b-9fbc-4fd742761a93&usId=930ec895-5ebc-49fc-bbd2-196c7413ae97&ac=true&bvrpx=false&bvrpp=&dt=2021%2F1%2F7%2014%3A24#Santoso
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Initial Public Offering (IPO) according to Law No.8 year (1995) on capital markets, initial public offering (IPO) or initial 

public offering (IPO) is a securities offering activity conducted by the issuer in order to sell securities to the public based 

on the procedures stipulated in the laws and regulations of its implementation. By listing the shares on the exchange, they 

begin to be able to be traded on the stock exchange along with other securities. The public offering will change the status 

of the company that was originally closed for a public company. Underpricing is an interesting phenomenon because this 

phenomenon is commonly experienced by most capital markets in the world and is often found in the prime market 

(Ritter, 1991). The phenomenon of underpricing when an IPO can occur due to mispriced in the primary market as a 

result of an imbalance of information between the underwriter and the issuer, usually referred to asymmetry of 

information (Bakar and Uzaki, 2013). Underpricing when an IPO has a positive relationship with pre-IPO sales growth as 

well as EBIT, but is not related significantly to revenue growth (Zheng and Stangeland, 2007). 

Basic Earning Power (BEP) measures a company's ability to generate earnings before interest and tax (EBIT) using total 

assets owned by the company (Sudana, 2009:27). In other words, the BEP can be an indication of how a company's assets 

are used to generate net profit before tax and interest and reflect the effectiveness and efficient management of 

investments made by the company. Debt to Equity Ratio (DER) is part of every rupiah of capital itself that is used as 

collateral for the entire debt. Proceeds is a variable used to assess the size of the company's share offering, which is the 

inflow of cash from the company (Haska et al., 2016). The size of this share offering is measured by the value of the share 

offering at the time of the IPO. According to Kooli and Suret (2002) the offer value is one indicator of uncertainty faced 

by potential investors. The smaller the value of the share offering tends to be more speculative compared to the large 

share offering value. According to Capital Market Law No. 8 of (1995) underwriters are parties who contract with issuers 

to make public offerings for the benefit of issuers with or without obligation to purchase the remaining unsold securities. 

Yanti and Yasa (2016), underwriters are considered to have information about potential demand and market conditions. 

According to the signal theory, the higher the profitability ratio of the company will give a positive signal to prospective 

investors because it shows the high ability of the company in generating profit. According to Sudana (2009) the higher 

the value of the Basic Earnings Power (BEP) means the more effective and efficient the management of all assets owned 

by the company to generate profit before interest and tax. If BEP increases, then the company's profit will increase, which 

has an impact on good prospects (Rachdian and Achadiyah, 2019). Chen et.al. (2015), Sumani and Laurentia 

(2017), Saputra and Suaryana (2016), and Pradnyadevi and Suardikha (2020) found that profitability ratio negatively 

affects underpricing levels. Thus, the hypothesis is proposed as follows. 

H1: Basic Earning Power (BEP) negatively effects on the level of stock underpricing during IPO. 

According to Kriswanto (2016) high DER indicates a high financial risk or the risk of failure faced by the company to pay 

off the debt will be higher, and vice versa. DER is high, the risk of the company will be high as well and can lead to a 

decrease in the share price that impacts the initial return of investors, so investors in making investment decisions tend to 

avoid high DER because the higher the DER the higher the underpricing. Zhou and Lao (2012), Saputra and Suaryana, 

(2016), Kriswanto (2016), Permadi and Yasa (2017), and Thoriq et al., (2018) found that DER has a positive effect 

on underpricing levels. Thus, the hypothesis is proposed as follows. 

H2: Debt to Equity Ratio (DER) has a positive effect on the level of stock underpricing during the IPO. 

According to the theory of signaling the value of stock offerings offered to the public provides information to investors 

the extent of the company's financial needs Ariska and Sumiati (2015). The higher proceeds, the lower the uncertainty, 

which means the higher the share price is close to its fair price. Thus the amount of proceeds will have an impact on the 

decrease in the level of underpricing. Lin and Tian (2012),  Ariska and Sumiati (2015), Haska et al., (2016), and 

Nuryasinta and Haryanto (2017), found proceeds negatively affects underpricing. The hypothesis is proposed as follows. 

H3: Proceeds negatively effects on the level of stock underpricing during the IPO. 

Basic earning power information can describe the company's performance in generating profit. According to signal 

theory, in providing a positive signal to potential investors about the company's prospects and performance can use high-

quality underwriters in the hope of reducing the uncertainty of information owned by the company. Underwriters with 

high quality have certain considerations and have more experience in their role as underwriters to reduce the level of 

uncertainty from the implementation of an IPO of a company (Haska et al., 2016). Thus, the hypothesis is proposed as 

follows. 
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H4: The quality of underwriters strengthens the negative influence of basic earning power (BEP) on the level of 

stock underpricing during the IPO. 

The higher the level of debt to equity ratio owned by the company will indicate the risks and uncertainties faced by the 

company will be higher. According to signal theory, the company will use high-quality underwriters by giving positive 

signals to potential investors about the company's performance, as well as reducing the risks and uncertainties of the 

company in its debt use. Therefore, that would reduce the underpricing. Thus, the hypothesis is proposed as follows. 

H5: The quality of underwriters weakens the positive influence of debt to equity ratio (DER) on the level of 

stock underpricing during the IPO. 

Companies with high proceeds will lower the underpricing rate. According to signal theory, the company will give a 

positive signal to prospective investors by using high quality underwriters in the hope to ensure that the company is 

indeed with good prospects and increase the credibility of the company (Haska et al., 2016). The hypothesis as follows. 

H6: The quality of underwriters reinforces the negative influence of proceeds on the stock underpricing during the IPO. 

II.   REASEARCH METHODS 

The approach used in this research is a quantitative approach in the form of associative. The study used secondary data, 

where the data ware obtained through websites such as www.idx.co.id, www.e-bursa.com, www.idnfinancials.com and 

IDX fact books. The method to data collection is to use the library study method or data documentation, study secondary 

data source. The object of research is all non-financial companies that are underpricing. This study took the population of 

all non-financial companies that conducted IPOs on the Indonesia Stock Exchange during the period 2016-

2019. Sampling method is done by non-probability sampling method with purposive sampling technique. The criteria for 

selecting samples in this study are non-financial companies that conduct IPOs, which are underpricing and have complete 

data in 2016-2019. So obtained a sample of research as many as 141 non-financial companies. 

Dependent variable that is underpricing. Underpricing is a situation where the offer price in the primary market is 

significantly lower than the share price at the close of the first day in the secondary market. According to Hartono 

(2016:38) the underpricing formula can be calculated using the following formula: 

    
        y                   -         

         
 x      ....................................................................................................... (1) 

Independent variables used in this study are basic earning power, debt to equity ratio and proceeds. Basic earning power 

is the company's ability to generate profit before interest and tax (EBIT) using total assets owned by the company 

(Sudana, 2009). The BEP formula can be calculated using the following formula: 

     
    

            
 ............................................................................................................................................... (2) 

Debt to equity ratio is the ability of the company to fulfill all obligations owned indicated by some part of its own capital 

used for the debt guarantee (Kasmir, 2014:124). DER formulas can be calculated using the following formulas: 

     
                 

           y
 x      ............................................................................................................................. (3) 

Proceeds is a variable used to assess the size of the company's share offering, which is the cash inflow received by the 

company (Haska et al., 2016). Proceeds can be measured using a natural logarithm (Ln) of the company's share offering at 

the time of the IPO. Proceeds formulas can be calculated using the following formula: 

L                     x                          ....................................................................................... (4) 

The moderation variable used in this study was the quality of the underwriter. The quality of underwriters is measured 

using the underwriters included in the 50 most active IDX members in total trading value in 2016-2019 with a value of 0 

to 9 issued by IDX through the annual IDX fact book (Haska et al., 2016).  

Data analysis techniques used, namely descriptive and moderated regression analysis by first testing the classic 

assumption test (normality test, multicollinearity, heteroscedasticity and autocorrelation, and continued with goodness of 

fit model, the coefficient of determination and hypothesis test. This analysis is assisted by using IBM SPSS, it will be 

determined the form of the regression equation model as follows: 
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Y   α + β1X1 + β2X2 + β3X3 + β4 (X1Z) + β5 (X2Z) + β6 (X3Z) + ε ............................................................... (5) 

Description: 

Y : Underpricing rate 

α : Constants 

β1-6  : Regression coefficient 

X1  : Basic Earning Power 

X2  : Debt to Equity Ratio 

X3  : Proceeds 

Z  : Quality underwriter 

X1Z  : Interaction between basic earning power and underwriter quality 

X2Z  : Interaction between debt to equity ratio and underwriter quality 

X3Z  : Interaction between proceeds and underwriter quality 

ε  : Residual error (error) 

III.   RESULT AND DISCUSSION 

Based on sample selection criteria, from a population of 152 non-financial companies, there are 9 non-financial 

companies that are overpricing and 1 non-financial company that is not underpricing and overpricing (IR=0). Then there 

is 1 non-financial company that does not have complete data to use in research. The number of research samples that can 

be taken amounts to 141 non-financial companies. 

Table 2: Descriptive Statistical Analysis Results 

 
N Min. Max. Mean. Std. Deviation 

Y 141 0,008 0,700 0,494 0,223 

X1 141 -0,312 0,650 0,049 0,096 

X2 141 0,031 56,405 2,607 6,553 

X3 141 23,508 29,273 25,548 1,151 

Z 141 0 9 4,35 3,007 

Source: Research Data, 2020 

Based on descriptive statistics in Table 2. Underpricing variables show the average underpricing rate of 0.492 tends to be 

close to the maximum value, which means that the average company sampled for research has a high level of 

underpricing. Basic earning power shows an average value of 0.049 tends to be close to the minimum value, which means 

that the average company has a low BEP level. The debt to equity ratio shows an average DER value of 2,607. The 

average DER value of more than 1.00 is categorized as high, which means that the average company has a high DER 

level. Proceeds shows an average value of 25,548 tends to be between the maximum and minimum value, which means 

that the average company has a medium proceeds rate. The average underwriter quality of 4.35 tends to be between the 

maximum and minimum value, which means that the average company using underwriters with medium quality. 

After descriptive statistical test, classical assumption test is performed to test whether or not the deviation of classical 

assumptions in the regression equation obtained. The normality test aims to test whether in regression models are made 

normally distributed or not (Ghozali, 2016:154). The Normality Test indicates that the value of Asymp. Sig, (2-Tailed) 

0.203 > 0.05, it can be concluded that the distributed data is normal. The multicollinearity test aims to test whether in the 

regression period there is a correlation between independent variables. If the regression model, there is no correlation 

between independent variables, then the regression model is good. Multicollinearity test shows that all variables obtain 

tolerance value > 0.1 and VIF < 10, so there are no symptoms of multicollinearity in the regression model. The 

heteroscedasticity test in this study used the Glejser Test. Based on the test results it is known that all variables obtain a 

value of Sig. more than 0.05, it can be concluded that this study did not occur symptoms of heteroscedasticity. The 

autocorrelation test shows that the results of data analysis known DW value of 1,853 with a dw value comparison table of 
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dl = 1,667 and du = 1,783 to 4-du = 4-1,783 = 2,216. Based on the results, it can be known that dw value is between the 

value of du and 4-du, and then in the regression model there are no symptoms of autocorrelation. 

Table 3: Moderated Regression Analysis (MRA) Test Results 

Model 

 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 
 

B Std. Error Beta 

1 (Constant) 
 

2,393 0,365 
 

6,562 0,000 

X1 
 

-0,096 0,246 -0,041 -0,388 0,699 

X2 
 

-0,002 0,005 -0,068 -0,440 0,661 

X3 
 

-0,070 0,015 -0,362 -4,813 0,000 

X1. Z 
 

-0,083 0,041 -0,222 -1,998 0,048 

X2. Z 
 

0,001 0,001 0,073 0,465 0,643 

X3. Z 
 

-0,001 0,000 -0,263 -2,944 0,004 

 
Adjusted R

2
 = 0,387 

   

 
F count = 15,750 

   

 
Sig. F = 0,000 

   

Source: Research Data, 2020 

Based on Table 3. Goodness of fit model (F test)    w      g          v         .   .       g          v         .    ˂ 

0.05, then, shows that this research is worth using as an analysis tool used to test the influence of independent variables on 

the dependent variables. Based on Table 3. Coefficient of determination (R2) indicates that adjusted R2 of 0.387, which 

means that 38.7 percent of independent variables are basic earning power, debt to equity ratio, proceeds, and underwriter 

quality as moderation variables can explain the variation of dependent variables is underpricing rate. While the remaining 

61.3 percent was explained by, other factors beyond the research variables. 

Table 3. Indicates that the result of the test obtained a statistical value of t of - .388         g          v         .699 ˃    

0.05. This suggests a hypothesis that reads basic earning power negatively affects rejected underpricing. Based on table 2. 

The average BEP of 0.049 is closer to the minimum value of -0.312 so that most of the companies used in this study have 

low levels of basic earning power. The low value of BEP will decrease   v     ’  interest in investing, because it is 

assumed that the company is not able to make a profit from its operational activities to the maximum, resulting in 

uncertainty in the future. In addition, investors tend to use more profitability ratios such as ROA and ROE than BEP to 

analyze the company's return during an IPO. The BEP is more widely used to assess stock returns after trading on the 

secondary market. This can be proven by not much research that uses the BEP as a variable that affects underpricing. 

Therefore, the BEP value generated in this study was unable to influence the level of stock underpricing during the IPO. 

This research supports previous research such as Wijayanto (2010), Putra and Damayanthi (2013), Rust (2015), and 

Santoso (2019) which found that ROA proxy profitability negatively influenced the underpricing during the IPO. 

Table 3. Showed that the test results obtained a statistical value of -0.440 t and a significance value of 0.661 > 0.05. This 

suggests that hypotheses that read debt to equity ratio have a positive effect on underpricing are rejected. Based on table 

2. Average DER of 2,607 is closer to the minimum value of 0.031. A good DER value is a debt ratio of no more than 

equity or DER<1.00. Although closer to the minimum value, the value of 2,607 is greater than 1.00 so it is considered 

high. Based on, that means the average sample in the study had a high DER so the company was more funded by debt. 

The increase in DER value indicates the higher the risk and uncertainty of the company. Investors tend to avoid 

companies with high DER values that will cause investment risk. This reason is supported by Su (2004) who explained 

that the large DER also has a big threat of bankruptcy as well, so that the company imposes strict budgetary constraints on 

managers, limits management control over the company's cash flow, and increases the risk of undiversified share 

ownership of the company. Therefore, the DER value generated in this study was unable to influence the level of stock 

underpricing during the IPO. This research supports previous research such as Putra and Damayanthi (2013), Banerjee 

(2015), Rani and Kaushik (2015), Santoso (2019), Partama and Gayatri (2019), and Pradnyadevi and Suardikha (2020) 

which found that debt to equity ratio had no effect on stock underpricing during the IPO. 

Table 3. Showed that the results of the test obtained a statistical value of t of -4,813 and a significance value of 0.000 < 

0.05. This suggests that the hypothesis that reads proceeds negatively affects acceptable underpricing. Based on the 

implications of signal theory in this research, proceeds can give a positive signal for the company in providing 
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information about the value of the share offer offered to the public. According to Ariska and Sumiati (2015), proceeds can 

indicate the extent of the company's financial needs. This is in accordance with the research of Carter and Manaster 

(1990), Lin and Tian (2012), Nuryasinta and Haryanto (2017), Haska et al., (2016), and Aningtya and Jubaedah (2015) 

which found that proceeds negatively influenced the level of stock underpricing during the IPO. 

Table 3. Indicates that the results of the test obtained a statistical value of -1,998 and a significance value of 0.048 < 0.05. 

This suggests a hypothesis that the quality of underwriters reinforces the negative influence of basic earning power (BEP) 

on acceptable underpricing levels. According to Haska et al., (2016) Qualified underwriters will be more professional in 

their duties as intermediaries. Statistical test results showed a negative relationship between basic earning powers 

moderated underwriter quality to stock underpricing during IPO. This negative relationship can occur because when the 

IPO Company has a low BEP, at the same time the company also has a high-risk practice of shares. To compensate for 

this risk the underwriter will lower the share price below the fair value of the real stock, so that prospective investors are 

interested in buying the shares because it will get a high initial return. This is in accordance with research by Haska et al., 

(2016) which found that the quality of underwriters succeeded in moderating the negative influence of basic earning 

power on stock underpricing levels. 

Table 3. Showed that the results of the test obtained a statistical value of t 0.465 and a significance value of 0.643 > 0.05. 

This suggests the hypothesis that the quality of underwriters weakens the positive influence of debt to equity ratio (DER) 

at the level of underpricing is rejected. This can happen because the average company that conducted an IPO in 2016 - 

2019 mostly has a relatively high DER rate. Although using quality underwriters can increase the credibility of the 

company, but because investors tend to assume that DER only correlates to corporate debt that causes uncertainty in the 

future, so investors tend to avoid companies with high DER. Therefore, the company does no                   w     ’  

higher quality to attract interest from investors. Kartika and Putra (2017) in their research stated that the lack of quality of 

underwriters could be caused by the tendency of prospective investors to judge that all underwriters have the same 

competence. Therefore, the quality of underwriters is not able to moderate the influence of DER on the level of stock 

underpricing during the IPO. 

Table 3. Showed that the results of the test obtained a statistical value of -2,944 and a significance value of 0.004 < 0.05. 

This suggests a hypothesis that the quality of underwriters amplifies the negative influence of proceeds on acceptable 

underpricing levels. This negative relationship can occur because when the company that conducts the IPO has a high 

proceeds, then at the same time the company also has a high risk of one practice of shares. To compensate for this risk the 

underwriter will lower the share price below the fair value of the real stock (shares sold cheaper), so that prospective 

investors are interested in buying the shares because it will get a high initial return. The high quality of underwriters will 

add to the company's credibility and signal that the use of IPO funds will be in accordance with the purpose of using funds 

in the prospectus as well as reducing the level of stock underpricing and protecting the company from the competition. 

This is in accordance with research by Haska et al., (2016) which found that the quality of underwriters succeeded in 

moderating the negative influence of proceeds on stock underpricing levels. 

IV.   CONCLUSION 

Based on the results of research and discussions that have been described, it can be concluded that underpricing is a 

common phenomenon inherent when IPO companies in capital markets around the world. The interests of some parties 

can be the reason underpricing is still common. In this study partial basic earning power and debt to equity ratio has no 

effect on the level of underpricing. Only proceeds variables negatively affect the level of underpricing during an IPO. The 

quality of underwriters is able to moderate the negative influence of basic earning power and proceeds to the level of 

underpricing. While the quality of underwriters is not able to moderate the influence of debt to equity ratio of the level of 

underpricing. So with the asymmetry of financial information between investors can be the reason for the underpricing 

during the IPO. This study uses BEP in influencing underpricing. Parts BEP has no effect on underpricing, but when 

using underwriter, the BEP can negatively affect underpricing. This indicates that the use of quality underwriters can 

increase the credibility of the company so that the level of underpricing can be suppressed. 

For companies can pay attention to how the information presented in the company's prospectus, especially financial 

information such as basic earning power and proceeds in order to provide accurate and relevant information about the 

      y'           . F     v             y          ,     yz  w              y’                       ,          y       

earning power, proceeds, and pay attention to the quality of underwriters used by the company to determine the right 

investment decisions. Underwriters can pay attention to how the information presented in the company's prospectus can 
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provide accurate and relevant information about the company's condition. As for further research, because the results of 

this study still found independent variables have no effect, it is recommended to add other independent variables are 

suspected to have a significant influence on the level of stock underpricing, as well as external factors of companies, 

increase the research period using a longer research period. Can provide a research update using different methods from 

previous researches. So that the results are better and significant as the basis for good decision-making. 
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