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Abstract: Consumer non-cyclical companies represent a stable sector that provides essential goods 

and services, often attracting investors seeking long-term, low-volatility opportunities. This study in-

vestigates how financial strategies—specifically window dressing and leverage—influence investment 

decisions in 68 consumer non-cyclical companies listed on the Indonesia Stock Exchange for the pe-

riod 2019–2023. Investment decisions are measured using two key valuation indicators: Price to Book 

Value (PBV) and Price to Earnings Ratio (PER). Window dressing is quantified through changes in 

quarterly cash holdings, while leverage is proxied by the Debt to Equity Ratio (DER). Employing a 

quantitative descriptive method, this research uses purposive sampling and multiple linear regression 

analysis, preceded by classical assumption tests. The findings reveal that both window dressing and 

leverage have a significant positive effect on PBV, indicating that these factors play a role in shaping 

market perceptions of firm value. Conversely, neither variable has a significant influence on PER, sug-

gesting that investors in this sector rely more on consistent fundamentals than on short-term financial 

appearances or capital structure when evaluating profitability. These results support signaling theory, 

emphasizing that while financial signals can influence market behavior, their effectiveness depends on 

the credibility of the signal and the investor’s focus. This study provides practical implications for 

managers aiming to enhance firm value and for investors seeking to interpret financial signals more 

accurately. 

Keywords: Investment Decisions, Leverage, Price Earnings Ratio, Price to Book Value, Window 

Dressing. 

 

1. Introduction 

Investment decisions involve the allocation of funds to financial instruments or assets 
with the expectation of future returns, based on risk and return analysis [1]. Investors, 
whether individuals or institutions, typically participate in capital markets where issuers and 
fund providers meet through instruments such as stocks, bonds, and mutual funds. Rational 
investors base their decisions on fundamental analysis—such as company performance, fi-
nancial statements, and industry outlook—and technical analysis, including price trends and 
trading volume. They also consider macroeconomic factors like inflation, interest rates, and 
political stability, aligning decisions with investment goals, risk tolerance, and time horizon 
[2]. In contrast, irrational investors are often influenced by emotions such as fear or market 
euphoria. For instance, during the early phase of the COVID-19 pandemic, panic buying and 
impulsive investment behavior were observed as market participants reacted emotionally to 
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uncertainty, often without sufficient analysis—leading to increased market volatility and po-
tential financial losses [3]. 

Rational investors typically base their strategies on a combination of fundamental analy-
sis—evaluating company performance, financial statements, and macroeconomic indica-
tors—and technical analysis, such as trends in price movements and trading volumes [2]. In 
times of market uncertainty, such as during the early stages of the COVID-19 pandemic, 
maintaining rationality and discipline becomes particularly challenging for investors. The ab-
rupt onset of global disruptions and heightened volatility often leads to emotionally driven 
decisions that deviate from sound investment principles. However, success in navigating mar-
ket turbulence largely depends on the ability to adhere consistently to a pre-established in-
vestment plan. This includes applying the principle of diversification as a fundamental risk 
management strategy, which serves to mitigate unexpected losses and enhance port 

folio resilience during periods of uncertainty [4]. 
Among the eleven sectors listed on the Indonesia Stock Exchange (IDX), the consumer 

non-cyclicals sector presents unique characteristics, particularly in its stability during eco-
nomic fluctuations. This defensive nature often attracts investors seeking lower-risk assets 
during periods of market uncertainty. However, recent data reveals that this sector showed 
relatively modest PBV growth of only 11% during 2023–2024, significantly lower than other 
sectors such as consumer cyclicals, which recorded PBV growth of up to 85% [5]. This nota-
ble discrepancy raises important questions about investor interest, market perception, and 
valuation dynamics in the consumer non-cyclicals industry. It also suggests the possibility that 
the sector's perceived safety may come at the cost of growth potential, making it a relevant 
subject for further academic and empirical investigation. 

Technical analysis tools like window dressing have been identified as factors influencing 
investor behavior, especially toward the end of the financial year. Window dressing involves 
presenting financial reports in a more favorable light, often to attract investors or meet man-
agerial performance targets [6]. Brigham and Houston describe it as a practice aimed at en-
hancing the appearance of financial statements without altering the underlying fundamentals 
[7]. A notable case is PT Tiga Pilar Sejahtera Food Tbk. (AISA), which overstated its receiv-
ables to improve financial appearance, leading to a short-term increase in share price but 
eventually revealing significant financial distress and investor loss [8]. 

The phenomenon of window dressing that typically occurs at the end of the year—par-
ticularly in December—has made this month historically favorable for investors. The move-
ment of the Indonesia Composite Index (IHSG) in December has consistently shown a pos-
itive trend. Historical records indicate that the IHSG's monthly performance in December 
has almost always ended in the green zone. From 2004 to 2021, spanning 18 consecutive 
years, the IHSG never experienced a decline during this month. However, in December 2022, 
the index recorded its first negative performance, declining by 3.26%. Meanwhile, the IHSG’s 
strongest December performance occurred in 2003, when it surged by 12.12%. 

Table 1. The IHSG's percentage movement from 2012 to 2021 

Year March June September December 

2012 3.42 3.20 4.98 0.95 

2013 3.03 -4.93 2.89 0.42 

2014 3.20 -0.31 0.01 1.50 

2015 1.25 -5.86 -6.34 3.30 

2016 1.56 4.58 -0.40 2.87 

2017 3.37 1.60 0.63 6.78 

2018 -6.19 -3.08 -0.70 2.28 

2019 0.39 2.41 -2.52 4.79 

2020 -16.76 3.19 -7.03 6.53 

2021 -4.11 0.64 2.22 0.73 

Average -1.08 0.14 -0.63 3.02 

Up 7 6 5 10 

Down 3 4 5 0 

Total 10 10 10 10 

Up Probability 70% 60% 50% 100% 

Source: Indonesia Stock Exchange, 2024 
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This historical IHSG data indicates that December has demonstrated a particularly 
strong upward trend, with a 100% probability of positive returns—higher than any other 
month. This phenomenon suggests that some investors and fund managers engage in selec-
tive stock purchases toward the end of the year in an effort to enhance portfolio performance 
and present more favorable results to shareholders. 

In addition to window dressing, leverage is another critical variable affecting investment 
decisions. Leverage, typically measured by the Debt to Equity Ratio (DER), reflects a com-
pany's capital structure and reliance on debt financing [9]. According to capital structure the-
ory, an optimal use of debt can increase firm value, while signaling theory (Ross, 1977) posits 
that debt can serve as a positive signal to investors regarding a firm’s confidence and future 
prospects. During the COVID-19 pandemic, companies like Indofood and Ultrajaya Milk 
effectively leveraged debt to sustain operations and pursue strategic growth, resulting in im-
proved performance and investor confidence [10]. Conversely, firms like Garudafood strug-
gled despite increased debt, highlighting that leverage must be complemented with effective 
operational strategies. These contrasting outcomes underscore the need to further investigate 
the role of leverage, as its impact on investment decisions may vary significantly depending 
on firm-specific factors such as management efficiency, industry positioning, and financial 
resilience. 

Previous research has analyzed window dressing primarily in broad market indices or 
across multiple sectors. However, few studies have focused on the consumer non-cyclicals 
sector specifically, despite its unique financial and operational characteristics. This study ad-
dresses that gap by examining the influence of both window dressing and leverage on invest-
ment decisions within consumer non-cyclical companies listed on the IDX over the 2019–
2023 period. By integrating both technical and fundamental variables, this research aims to 
provide a more comprehensive understanding of how these financial strategies influence in-
vestor behavior and market valuation in a stable yet underexplored sector. 

2. Literature Review 

Investment refers to the allocation of financial resources into various assets or instru-
ments with the expectation of generating future returns. According to Halim, investment ac-
tivities are essential for both individuals and institutions in enhancing asset value or securing 
additional income [11]. In the context of financial markets, investors seek to optimize returns 
while managing associated risks. Investment decisions, therefore, represent a critical aspect 
of financial management, involving the evaluation of expected returns, risk exposure, and 
market conditions. Common financial indicators such as Price to Book Value (PBV) and Price 
to Earnings Ratio (PER) are often utilized to assess a company's valuation and future profit-
ability potential, serving as important tools in guiding these decisions [12]. Hartono states that 
effective investment decision-making combines rational analysis, clear financial objectives, 
and a structured decision-making process, often guided by both fundamental and technical 
approaches [13]. 

Signaling theory, introduced by Ross (1977), provides a useful framework for under-
standing how companies communicate their internal conditions to external stakeholders. In 
financial markets, information asymmetry often exists between a company's management and 
investors [13]. To bridge this gap, managers may use observable financial decisions—such as 
issuing debt or distributing dividends—as signals to convey confidence in the firm’s future 
performance. Corporate reports that are publicly disclosed may serve as a basis for sharehold-
ers to assess firm performance and inform their investment decisions[14]. In this context, 
capital structure choices, particularly the use of leverage, can send strong messages to inves-
tors about a company’s risk tolerance, growth prospects, and credibility. A firm’s ability to 
manage financial signals effectively can significantly influence investor perceptions and be-
havior. 

Window dressing is a financial reporting strategy where managers attempt to make a 
company's financial position appear more attractive than it truly is, especially near the end of 
a reporting period [15]. Window dressing is a practice that presents a particular portfolio 
composition to the market, which is different from that held by the fund in the reporting 
period [16]. Brigham and Houston define window dressing as a deliberate effort by managers 
to temporarily enhance the appearance of financial statements to attract investors or satisfy 
performance evaluations [7]. This practice may involve inflating earnings, accelerating reve-
nue recognition, or manipulating the timing of expenses. Empirical studies, such as Putri and 
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Sari, have documented instances of stock price surges at year-end that are often attributed to 
window dressing activities, particularly in December—a phenomenon that can distort inves-
tor judgment and misrepresent a firm's underlying financial health [17]. 

Leverage refers to the use of borrowed capital in financing a company’s operations and 
investments. It is commonly measured through financial ratios such as the Debt to Equity 
Ratio (DER). Kasmir explains that leverage allows firms to enhance potential returns on eq-
uity, but it also increases financial risk due to mandatory interest and principal repayments 
[9]. According to Modigliani and Miller's capital structure theory, under certain assumptions, 
leverage can optimize a company’s value by reducing its overall cost of capital. However, 
excessive leverage may lead to financial distress or bankruptcy. From a signaling perspective, 
a firm’s decision to utilize debt financing can be interpreted by investors as a signal of mana-
gerial confidence in stable cash flows and long-term profitability [12]. 

The interaction between window dressing, leverage, and investment decisions highlights 
the complexity of investor behavior in response to financial signals and reporting practices. 
While window dressing may offer short-term gains through improved investor sentiment, its 
effectiveness is conditional on investor awareness and the perceived credibility of the firm's 
disclosures [7]. Leverage, on the other hand, has the potential to either enhance or deteriorate 
firm value depending on its alignment with operational capacity and strategic planning [9]. 
Together, these variables shape investor perceptions and play a crucial role in influencing how 
investment decisions are made in the capital market. 

Previous studies have consistently demonstrated a significant relationship between win-
dow dressing practices and increases in PBV. Febriani et al. found that companies in the 
automotive and component sectors listed on the Indonesia Stock Exchange (IDX) that en-
gaged in window dressing showed a notable rise in PBV at year-end [18]. Similarly, Debataraja 
and Sunarya identified a positive and significant impact of window dressing on PBV in the 
banking sector between 2017 and 2021 [19]. These findings suggest that financial statement 
enhancements made for cosmetic purposes can lead to improved investor perception, which 
then translates into higher market valuation as reflected in the PBV ratio. 
H1: Window dressing has a positive effect on Price to Book Value (PBV) 

Empirical evidence also supports the positive influence of leverage, measured through 
Debt to Equity Ratio (DER), on PBV. A study by Syihab and Sadikin in the property and real 
estate sector found that companies with higher DER levels experienced an increase in PBV, 
suggesting that investors may interpret increased debt usage as a signal of growth potential 

when managed effectively [20]. Likewise, Seran and Al‑Choir found a similar pattern in their 
study of PT Astra International Tbk, where DER had a significant and positive coefficient 
on PBV [21]. These results reinforce the signaling theory perspective that leverage can com-
municate managerial confidence and future profitability to the market. 
H2: Leverage (DER) has a positive effect on Price to Book Value (PBV) 

The impact of window dressing on PER has also been confirmed in earlier research. 
Debataraja and Sunarya reported that in LQ45 banking companies, window dressing practices 
led to an artificial inflation of earnings figures, thereby boosting PER during the reporting 
period [19]. This suggests that investors may respond positively to improved profit appear-
ances—even if temporary—reflecting an increased valuation of the firm's equity relative to 
its reported earnings. Such responses are aligned with signaling theory, wherein financial ma-
nipulation serves as a short-term signal of performance, regardless of its sustainability. 
H3: Window dressing has a positive effect on Price to Earnings Ratio (PER) 

In contrast, several studies have shown a negative relationship between DER and PER. 
Nuarta et al., in their research on food and beverage companies listed on the IDX, found that 
higher DER levels were associated with lower PER [22]. The findings indicate that excessive 
reliance on debt may raise investor concerns regarding financial stability and repayment ca-
pacity, thereby suppressing stock price growth even when earnings are positive. These con-
cerns are especially prominent during periods of economic uncertainty, where investors be-
come more risk-averse. Thus, leverage must be carefully managed to avoid negative signaling 
effects on firm valuation. 
H4: Leverage (DER) has a positive effect on Price to Earnings Ratio (PER) 

The development of this research framework is based on the theoretical foundation and 
empirical findings discussed in the previous section. Drawing on signaling theory, this study 
explores how managerial strategies—such as window dressing and leverage—serve as signals 
that influence investor perception and ultimately affect investment decisions. Window dress-
ing is often used by managers to create a more favorable financial image, particularly at the 
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end of the reporting period, while leverage reflects a firm’s approach to external financing 
and risk management. 

To examine these dynamics, this study focuses on two key indicators of investment de-
cision-making: Price to Book Value (PBV) and Price to Earnings Ratio (PER). PBV reflects 
market valuation relative to a firm's book value, while PER captures the market’s expectations 
of future earnings growth. Both indicators are sensitive to market perceptions and are com-
monly used by investors in evaluating firm value. The proposed framework integrates window 
dressing and leverage as independent variables that are hypothesized to influence PBV and 
PER, thus providing a comprehensive view of how financial reporting strategies and capital 
structure decisions shape investor responses in the consumer non-cyclical sector. 

This research framework can be see in the Figure 1 below : 
 

 

Figure 1. Research Framework 

3. Proposed Method 

This study employs a quantitative-descriptive research method, using numerical data to 
analyze the relationship between financial indicators. Secondary data in the form of annual 
and quarterly financial statements were obtained from the official website of the Indonesia 
Stock Exchange (IDX) for the 2019–2023 period. Time-series data are utilized to examine 
trends and fluctuations in key variables across multiple reporting periods. 

The population in this study includes all companies in the consumer non-cyclical sector 
listed on the IDX. A non-probability sampling technique, specifically purposive sampling, 
was applied to select firms that meet criteria related to data availability and consistency 
throughout the study period. 

The independent variables are window dressing and leverage. Window dressing is meas-
ured using the average difference approach, by comparing the average quarterly cash and cash 
equivalents in the fourth quarter with the average of the first three quarters. A significant 
increase in cash holdings at year-end may indicate managerial attempts to temporarily enhance 
financial appearance, thus reflecting potential window dressing behavior. Leverage is assessed 
using the Debt to Equity Ratio (DER). The dependent variable is investment decision, which 
is proxied by two indicators: Price to Book Value (PBV) and Price to Earnings Ratio (PER). 
Detailed variable definitions and measurement formulas are provided in the following section: 

Table 2. Operational Variables and Measurements 

Variable Definition Measurement Scale 

Window Dressing Window dressing is a tactic 

where managers make fi-

nancial statements look 

better than they are, espe-

cially at the end of a re-

porting period. [23] 

𝑊𝐷4. 𝑖𝑡 = [
𝐶𝐻4𝑖𝑡 − 𝐶𝐻𝑎𝑣𝑔1.3𝑖𝑡

𝐶𝐻𝑎𝑣𝑔1.3𝑖𝑡
] × 100 

 

[23] 

Ratio 

Leverage Leverage refers to the use 

of borrowed funds (debt) 

to finance the acquisition 

of assets or operations 

with the goal of increasing 

potential returns to share-

holders. [9] 

 

𝐷𝐸𝑅 =
𝑇𝑜𝑡𝑎𝑙 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠

𝑇𝑜𝑡𝑎𝑙 𝐸𝑞𝑢𝑖𝑡𝑦
 

 

[9] 

Ratio 

Price to Book 

Value 

Price to Book Value (PBV) 

is a financial ratio that 

compares a company's 

 

𝑃𝐵𝑉 =
𝑀𝑎𝑟𝑘𝑒𝑡 𝑃𝑟𝑖𝑐𝑒 𝑝𝑒𝑟 𝑆ℎ𝑎𝑟𝑒

𝐵𝑜𝑜𝑘 𝑉𝑎𝑙𝑢𝑒 𝑝𝑒𝑟 𝑆ℎ𝑎𝑟𝑒
 

Ratio 
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market price per share to 

its book value per share 

[12] 

 

[12] 

Price to Earning 

Ratio 

Price to Earnings Ratio 

(PER) is a financial metric 

that compares a company's 

market price per share to 

its earnings per share 

(EPS). [12] 

𝑃𝐸𝑅 =  
𝑀𝑎𝑟𝑘𝑒𝑡 𝑃𝑟𝑖𝑐𝑒 𝑝𝑒𝑟 𝑆ℎ𝑎𝑟𝑒

𝐸𝑎𝑟𝑛𝑖𝑛𝑔𝑠 𝑝𝑒𝑟 𝑆ℎ𝑎𝑟𝑒 (𝐸𝑃𝑆)
 

 

[12] 

Ratio 

 
The sampling method employed in this study is purposive sampling, targeting companies 

in the consumer non-cyclical sector listed on the Indonesia Stock Exchange (IDX). The cri-
teria for sample selection include: (1) companies must have been listed on the IDX since the 
first quarter of 2019 and remained continuously listed through 2023; (2) companies must have 
complete quarterly financial data during the 2019–2023 period; (3) companies must not have 
experienced trading suspensions during the observation period; and (4) companies must re-
port their financial statements in Indonesian Rupiah. Based on these criteria, a total of 68 
companies were selected from a population of 129 as valid samples for this study. 

This study applies a multiple linear regression analysis to examine the influence of win-
dow dressing and leverage on investment decisions, as measured by Price to Book Value 
(PBV) and Price to Earnings Ratio (PER). Multiple linear regression is employed to evaluate 
the simultaneous effect of two or more independent variables on a dependent variable and is 
suitable for testing the proposed hypotheses in this research. 

Prior to conducting the regression analysis, this study performs a series of classical as-
sumption tests to ensure the validity and reliability of the regression model. These tests in-
clude: 

1. Normality test – to examine whether the residuals in the model are normally distrib-
uted. 

2. Multicollinearity test – to assess whether there is a high correlation among the inde-
pendent variables, which could bias the regression estimates. 

3. Heteroscedasticity test – to evaluate whether the variance of the residuals is constant 
across observations. 

4. Autocorrelation test (if necessary, especially for time-series data) – to determine 
whether there is correlation between residuals over time. 

Passing all classical assumption tests is essential to fulfill the conditions of the Best Lin-
ear Unbiased Estimator (BLUE) according to the Gauss-Markov theorem. Only after these 
assumptions are met, the regression results can be interpreted with confidence. All data pro-
cessing and statistical tests are conducted using Microsoft Excel and SPSS version 25.0.. 

4. Results and Discussion 

4.1. Descriptive Statistical Test Results 

Before conducting classical assumption tests and regression analysis, this study begins 
with descriptive statistical analysis to provide an overview of the research variables. Descrip-
tive statistics are used to summarize and describe the characteristics of the dataset, including 
the mean, minimum, maximum, and standard deviation of each variable. This step is essential 
to understand the distribution, central tendency, and variability of the data, as well as to detect 
any initial patterns or irregularities that may influence subsequent analyses. 

Descriptive statistical analysis was conducted to provide an overview of the characteris-
tics of each variable used in the study. The analysis included 340 observations for each varia-
ble. 

Table 3. Results of Descriptive Statistical Test 

 
Source: SPSS data processing results, 2025 
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The Window Dressing (WD) variable has a mean value of 21.94 with a standard 
deviation of 77.59, indicating a relatively high level of variation across companies. The min-
imum value is -91.76 and the maximum is 589.69, suggesting the presence of outliers or 
extreme differences in cash holding patterns among firms at year-end. 

The Debt to Equity Ratio (DER) has an average of 2.38, with a minimum of -4.85 
and a maximum of 95.86, and a standard deviation of 7.05. The negative minimum value 
may reflect data entry issues or accounting anomalies, and the wide range suggests substantial 
variation in leverage policies among firms in the consumer non-cyclical sector. 

The Price to Book Value (PBV) shows a mean of 3.49 with a standard deviation of 
7.27, and values ranging from -7.32 to 60.67. This indicates that while most firms are valued 
positively by the market, there are firms whose market value is significantly lower than their 
book value. 

The Price to Earnings Ratio (PER) displays the highest variability, with a mean of 
17.98 and a standard deviation of 102.37, and values ranging from -1153.33 to 686.99. These 
extreme values likely reflect firms with negative earnings or market anomalies, indicating that 
PER may be highly sensitive to profitability fluctuations and should be interpreted cautiously. 

Overall, the descriptive statistics indicate the presence of considerable variability and 
potential outliers in the dataset, especially for PER and WD, which may influence the results 
of subsequent regression analysis and justify the need for classical assumption testing. 

4.2. Normality Test Results 

The normality test is conducted to determine whether the residuals of the regression 
model are normally distributed. A normal distribution of residuals is one of the essential as-
sumptions in classical linear regression, as it affects the validity of statistical inferences, such 
as hypothesis testing. In this study, the Kolmogorov-Smirnov test is used, where a significance 
value (Sig.) greater than 0.05 indicates that the data are normally distributed and the assump-
tion of normality is fulfilled. 

Table 4. Results of Normality Test (Model I-Dependent Variable : PBV) 

 
Source: SPSS data processing results, 2025 

 
The Kolmogorov-Smirnov normality test model I was conducted to evaluate whether 

the residuals of the regression model are normally distributed. The test results show that the 
Asymp. Sig. (2-tailed) value is 0.200, which is greater than the significance level of 0.05. 
This indicates that the null hypothesis, which assumes a normal distribution of residuals, can-
not be rejected. Therefore, it can be concluded that the residuals are normally distributed, 
and the regression model for the PBV variable satisfies the assumption of normality. 

Table 5. Results of Normality Test (Model II-Dependent Variable : PER) 

 

Source: SPSS data processing results, 2025 
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The Kolmogorov-Smirnov normality test model II was conducted to evaluate whether 
the residuals of the regression model are normally distributed. The test results show that the 
Asymp. Sig. (2-tailed) value is 0.200, which is greater than the significance level of 0.05. 
This indicates that the null hypothesis, which assumes a normal distribution of residuals, can-
not be rejected. Therefore, it can be concluded that the residuals are normally distributed, 
and the regression model for the PER variable satisfies the assumption of normality 

4.3. Multicollinearity Test Results 

The multicollinearity test is used to identify whether there is a high correlation among 
independent variables in the regression model. High multicollinearity can distort the estima-
tion of regression coefficients, making it difficult to determine the individual effect of each 
variable. This study employs the Variance Inflation Factor (VIF) and Tolerance values to 
assess multicollinearity. A VIF value below 10 and a Tolerance value above 0.10 indicate the 
absence of multicollinearity and that the independent variables can be reliably included in the 
model. 

Table 6. Results of Multicollinearity Test (Model I-Dependent Variable : PBV) 

Model 

Collinearity Statistics 

Tolerance VIF 

WD 0.705 1.419 

DER 0.705 1.419 

Source: SPSS data processing results, 2025 
 

Based on the multicollinearity test results in model I, as indicated by the Tolerance and 
Variance Inflation Factor (VIF) values, there is no evidence of multicollinearity among the 
independent variables. Both Window Dressing and Debt to Equity Ratio have Tolerance val-
ues of 0.705, well above the 0.10 threshold, and VIF values of 1.419, which are far below the 
commonly used cutoff of 5. These results indicate that the independent variables are not 
strongly correlated and do not cause variance inflation, ensuring that the regression model is 
free from multicollinearity and that the coefficient estimates are both valid and reliable. 

Table 7. Results of Multicollinearity Test (Model II-Dependent Variable : PER) 

Model 

Collinearity Statistics 

Tolerance VIF 

WD 0.705 1.419 

DER 0.705 1.419 

Source: SPSS data processing results, 2025 
 

 
Based on the results of the multicollinearity test of model II, the Tolerance value of 

0.705 and VIF of 1.419 for the window dressing and debt to equity ratio variables indicate 
that there is no multicollinearity in the model. These values are within reasonable limits, so 
that the independent variables do not have a strong linear relationship with each other. Thus, 
the regression model can be used without worrying about multicollinearity interference. 

4.4. Heteroscedasticity Test Results 

The heteroscedasticity test is used to assess whether the variance of the residuals is con-
stant across different levels of the independent variables. In this study, heteroscedasticity is 
tested using the scatterplot method, where the residuals (standardized or studentized) are 
plotted against the predicted values. A good regression model should exhibit a random and 
evenly spread pattern of residuals, forming a scattered and symmetrical distribution around 
the horizontal axis (zero line). If the plot shows a specific pattern (e.g., funnel shape or clear 
trend), it indicates the presence of heteroscedasticity. The absence of such patterns in the 
scatterplot suggests that the data fulfill the homoscedasticity assumption. 
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Figure 2. Results of Heteroscedasticity Test (Model I-Dependent Variable : PBV) 

Source: SPSS data processing results, 2025 
 
The random and unstructured distribution pattern indicates that there is no heterosce-

dasticity in the regression model. This means the variance of the residuals remains constant 
(homoscedastic) across the range of predicted values. Therefore, the classical assumption of 
homoscedasticity is fulfilled, and the regression model can be considered valid in terms of 
error variance stability. 

 

 
Figure 3. Results of Heteroscedasticity Test (Model II-Dependent Variable : PER) 

Source: SPSS data processing results, 2025 

 
Based on the scatterplot between the standardized predicted values and studentized re-

siduals, the points appear randomly dispersed around the zero line without forming any spe-
cific pattern such as a fan shape, curve, or other systematic structures. This pattern suggests 
that the residual variance is constant, leading to the conclusion that the regression model does 
not exhibit symptoms of heteroscedasticity. With this assumption satisfied, the regression 
model is appropriate for further analysis. 

 

4.5. Autocorrelation Test Results 

The autocorrelation test assesses whether the residuals in the regression model are cor-
related with one another over time. Autocorrelation is especially relevant in time-series data 
and can violate the assumption of independence among observations. This study uses the 
Durbin-Watson (DW) test to detect autocorrelation. A DW value close to 2 suggests no au-
tocorrelation, while values significantly lower than 2 indicate positive autocorrelation and val-
ues significantly higher than 2 indicate negative autocorrelation. 

Table 8. Results of Autocorrelation Test (Model I-Dependent Variable : PBV) 

 

Source: SPSS data processing results, 2025 
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Based on the regression output, the Durbin-Watson value of 1.755 indicates no signs of 
autocorrelation in the regression model. This value is close to the ideal threshold of 2, sug-
gesting that the residuals are independent. Thus, the regression model satisfies the classical 
assumption of no autocorrelation, allowing the estimation results to be considered valid. 

Table 9. Results of Autocorrelation Test (Model II-Dependent Variable : PER) 

 
Source: SPSS data processing results, 2025 

 
Similarly, a Durbin-Watson value of 1.692 also falls within the acceptable range, rein-

forcing the conclusion that the regression model does not suffer from autocorrelation. As 
this assumption is met, the model is deemed appropriate for further analysis without violating 
classical linear regression assumptions. 

4.6. Multiple Linear Regression Test Results 

The multiple linear regression analysis was conducted to examine the influence of the 
independent variables—Window Dressing and Leverage—on investment decisions, as meas-
ured by Price to Book Value (PBV) and Price Earnings Ratio (PER). This test aims to deter-
mine the magnitude and significance of each variable’s effect on the dependent variables, 
while ensuring that the assumptions of classical linear regression have been satisfied. The 
following table presents the results of the regression analysis. 

Table 10. Results of t-test (Model I-Dependent Variable : PBV) 

 
Source: SPSS data processing results, 2025 

 
The linear regression model generated from these results is: 

𝑃𝐵𝑉 = 1,691 + 0,022𝑊𝐷 + 0,718𝐷𝐸𝑅 

Based on the t-test results model I, both independent variables—Window Dressing 
(WD) and Debt to Equity Ratio (DER)—have a significant positive influence on Price to 
Book Value (PBV). 

 For Window Dressing (WD), the t-value is 20.459 with a significance level of 
0.000 (p < 0.05). This indicates a statistically significant effect. The positive unstand-
ardized coefficient (B = 0.022) suggests that an increase in window dressing is as-
sociated with an increase in PBV, holding other variables constant. 

 For Debt to Equity Ratio (DER), the t-value is 8.297 and the significance level is 
also 0.000 (p < 0.05), confirming a significant relationship. The unstandardized co-
efficient (B = 0.718) implies that higher leverage leads to higher PBV, assuming 
other variables remain unchanged.  
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Table 11. Results of t-test (Model II-Dependent Variable : PER) 

 
Source: SPSS data processing results, 2025 

 
The t-test results indicate that both independent variables—Window Dressing (WD) 

and Debt to Equity Ratio (DER)—do not have a statistically significant effect on Price to 
Earnings Ratio (PER). 

 For Window Dressing, the t-value is -0.479 with a significance level of 0.632 (p > 
0.05). This implies that window dressing has no significant influence on PER. The 
negative coefficient (B = -0.011) further suggests a weak and statistically insignifi-
cant inverse relationship. 

 For Debt to Equity Ratio, the t-value is 0.402 with a significance level of 0.688 (p 
> 0.05), indicating no significant effect on PER. Although the coefficient is positive 
(B = 0.751), it is not statistically meaningfu 

4.6. Discussion 

H1: Window dressing has a positive effect on Price to Book Value (PBV) 
This study finds that window dressing has a significant effect on Price to Book Value 

(PBV) in non-cyclical consumer companies. A higher level of window dressing tends to raise 
PBV, indicating that strategically prepared year-end financial reports may create a more fa-
vorable perception among investors. As such, window dressing serves not only as a manage-
rial tactic but also as a signal that influences investment decisions through market valuation 
indicators like PBV. 

These findings are consistent with previous research by Febriani et al. and Debataraja & 
Sunarya, which confirmed the positive effect of window dressing on PBV across different 
sectors, including automotive and services [18][19]. This suggests that the signaling impact of 
window dressing extends beyond cyclical industries to stable sectors such as consumer non-
cyclicals. 

Theoretically, this aligns with signaling theory (Ross, 1977), where window dressing acts 
as a tool to reduce information asymmetry by sending positive signals to investors. Temporary 
enhancements in financial statements—such as boosting earnings or cutting expenses—can 
create the impression of stronger performance, thus influencing market valuation [24]. 

Nevertheless, the effectiveness of such signals depends on investors’ ability to discern 
genuine performance from temporary adjustments. As noted by Agarwal et al., repeated use 
of window dressing without real performance improvement may lead to investor distrust and 
damage long-term reputation [25]. Therefore, both managers and investors must balance stra-
tegic communication with transparency to ensure credible and sustainable market relation-
ships. 

 
H2: Leverage (DER) has a positive effect on Price to Book Value (PBV) 

The results indicate that the Debt to Equity Ratio (DER) has a positive and significant 
influence on Price to Book Value (PBV) in non-cyclical consumer companies. This implies 
that companies with higher leverage tend to have higher market valuations relative to their 
book values, suggesting that capital structure—especially the use of debt—is considered by 
investors in assessing growth potential. 

These findings align with previous research by Syihab and Sadikin, and Seran and Al 
Choir, which found a similar positive relationship between DER and PBV across various 
sectors [20][21]. Their studies suggest that optimal leverage levels can enhance investor con-
fidence by signaling effective risk management and the potential for higher returns. 

This relationship is supported by signaling theory, which posits that financial decisions 
such as increased leverage may convey managerial optimism about future profitability [26]. If 
interpreted positively, this signal can drive investor interest and stock prices, thus raising PBV. 
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However, excessive leverage may send a negative signal if not backed by solid operational 
performance and sustainable profit growth [27]. 

From a managerial standpoint, these findings highlight the importance of viewing DER 
as both a financial strategy and a communication tool to the market. For investors, DER 
should be analyzed in the context of broader financial indicators such as cash flow and indus-
try prospects. When interpreted wisely, DER serves as a valuable signal for rational invest-
ment decision-making. 

 
H3: Window dressing has a positive effect on Price to Earnings Ratio (PER) 

The findings reveal that window dressing does not significantly influence the Price to 
Earnings Ratio (PER) in consumer non-cyclical companies listed on the Indonesia Stock Ex-
change for the 2019–2023 period. This suggests that end-of-year financial report adjustments 
by management fail to impact investor perception regarding profitability, as reflected in PER. 
Investors appear to disregard such cosmetic enhancements in evaluating earnings potential 
or expected returns. 

This result contrasts with Debataraja, who reported a positive relationship between win-
dow dressing and PER, especially in more volatile sectors [19]. However, it aligns with Febri-
ani et al., who found no significant effect of window dressing on PER in the automotive 
sector, highlighting investor preference for long-term fundamentals over short-term financial 
manipulation [18]. 

From the lens of signaling theory, the absence of impact indicates that window dressing 
does not transmit a strong or credible signal to investors in shaping earnings expectations. 
Since PER relies on sustainable profitability, any artificial financial presentation lacking real 
operational improvements is likely ignored or viewed skeptically [28]. 

Given the relatively stable nature of the consumer non-cyclicals sector, investors in this 
space prioritize consistent indicators like operating margins and cash flow. Temporary finan-
cial adjustments have limited effectiveness in altering stock valuation based on earnings. 
Moreover, due to higher investor financial literacy and advanced market analytics, short-term 
cosmetic strategies such as window dressing are increasingly identifiable and thus less influ-
ential. 

Additionally, the presence of negative PER values in the dataset—resulting from com-
pany losses—may explain why window dressing, which yields only positive adjustments, fails 
to significantly affect PER. This data asymmetry further reduces the explanatory power of 
window dressing on PER movements [18]. 

 
H4: Leverage (DER) has a positive effect on Price to Earnings Ratio (PER) 

This study finds that leverage, as measured by the Debt to Equity Ratio (DER), does not 
have a significant influence on the Price to Earnings Ratio (PER) among consumer non-
cyclical companies listed from 2019 to 2023. This suggests that capital structure, specifically 
the proportion of debt to equity, is not a key determinant in shaping investor valuation based 
on earnings in this sector. 

The result contrasts with Nuarta et al., who observed a negative relationship between 
DER and PER, interpreting high leverage as a risk signal that lowers earnings expectations 
[22]. However, it aligns with Matsani, who found no significant relationship between DER 
and PER in the food and beverage sector, emphasizing investors’ focus on short-term prof-
itability and operational efficiency over capital structure [29]. 

From the perspective of signaling theory, DER does not appear to act as a credible or 
influential signal regarding future profitability [30]. In stable sectors such as consumer non-
cyclicals, investors tend to adopt conservative outlooks and rely more on profitability indica-
tors like net margin or return on equity, rather than leverage ratios. 

The insignificant relationship may also be due to the temporal mismatch: DER reflects 
historical financing decisions, while PER is driven by future earnings expectations. Therefore, 
debt levels do not directly impact investor valuations in this context. Additionally, because 
firms in this sector generally operate in low-risk environments, investors may not perceive 
leverage as a critical factor in earnings valuation, rendering DER less relevant for explaining 
PER. 
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5. Conclusions and Recommendation 

Based on the regression analysis conducted on consumer non-cyclical companies listed 
on the Indonesia Stock Exchange during 2019–2023, several conclusions can be drawn. First, 
window dressing has a positive effect on Price to Book Value (PBV), suggesting that strategic 
financial reporting by management can enhance investor perception and increase market val-
uation. Likewise, leverage as measured by the Debt to Equity Ratio (DER) positively influ-
ences PBV, indicating that optimal debt usage is perceived as a signal of growth and stability. 
However, window dressing does not significantly affect the Price to Earnings Ratio (PER), 
showing that investors tend to rely on more consistent and fundamental indicators rather 
than temporary profit appearances. Similarly, DER does not significantly influence PER, as 
investors may prioritize operational performance and future earnings potential over capital 
structure. 

This study, however, has several limitations. It only examines two independent variables 
(window dressing and DER) and two investment decision indicators (PBV and PER), which 
may not fully represent all factors influencing investor behavior in the sector. Additionally, 
the measurement of window dressing is conducted purely through quantitative financial data, 
without incorporating qualitative aspects. The research is also limited to non-cyclical con-
sumer companies, thus its findings may not be generalizable to other sectors or different time 
periods. 

Based on these findings, future research is recommended to include more comprehen-
sive variables, sectors, and timeframes. Investors are encouraged to look beyond surface-level 
financial indicators and conduct more in-depth analyses. Meanwhile, company management 
should maintain transparency and utilize financial strategies responsibly to preserve long-term 
investor trust and market credibility. 
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