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The aim of this research is to find out how investment decisions
made by technology companies listed on the Indonesia Stock
Exchange are influenced by factors such as leverage, cash flow,
profitability, sales growth, and liquidity. This research was
conducted on technology companies listed on the Indonesia Stock
Exchange (BEI). The population of this research is 44 technology
sector companies listed on the Indonesia Stock Exchange (BEI), and
a purposive sampling method was used to select samples based on
criteria. The data collected for this research are annual reports and
financial reports. There are six companies that meet the criteria, and
this research was conducted for five years, so there is a total of 30
data points in this research. The type of data used is quantitative
data in the form of financial reports and annual reports oftechnology
sector companies listed on the IDX for the 2018-2022 period, which
is secondary data from this research. In this research, data analysis
was carried out through quantitative descriptive analysis using

multiple linear regression analysis. This research uses the SPSS
statistical package, which stands for Statistical Package for the
Social Sciences. The findings of this research are that leverage
influences investment decisions. The sales growth variable has a
positive effect on investment decisions. The liquidity variable has a
positive effect on investment decisions, with a significant value of
0.041. Meanwhile, Investment decisions are not significantly
influenced by cash flow and profitability variables, with significance
values 0of 0.112 and 0.113, respectively.

DOI:
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INTRODUCTION

The business world benefits greatly from the economy's and communication
technology's extremely quick development. Entering the capital market is one way to
assist the performance of your firm (Kurniawan & Merina, 2023). The Indonesian
Stock Exchange (BEI) has experienced rapid development and much progress. Public
companies (Tbk) are the most common types of companies that are listed on the
Indonesian Stock Exchange. And receive approval from the Indonesian Stock
Exchange to publish their financial reports every year. The capital market functions
as a mediator between lenders or parties who have excess funds and parties who need
funds or borrowers. This makes the capital market an alternative choice for
businesses to obtain funds. Landers hope to gain profits from handing over their
funds by investing more than they have (Widiarti, 2021)

According to Rijanto in Kurniawan & Merina (2023) , the development of the
capital market is influenced by the active participation of companies that will sell
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shares and other parties involved in capital market activities. If there is no active
participation from companies that have the potential to go public, investors who are
interested in investing their funds in securities, and capital market supporting
institutions that are not active, then the capital market will not develop (Sholichah,
2015). The capital market is a market where various long-term financial instruments
can be bought and sold, both in the form of own capital and debt. Investors can invest
in several companies by buying securities on the capital market, while companies
that need funds will use these funds to develop their projects, Darmadji (2001) and
Tandelilin (2010) in Putra (2016). The capital market provides investors with the
opportunity to invest in certain companies by purchasing new bonds or shares offered
or traded on the capital market. On the other hand, companies obtain funds by
offering bonds or shares. Before making an investment, it is necessary to consider the
profit prospects and feasibility of the investment. These considerations will later
influence the investment decisions made (Putra, 2021).

In today's industrial world, companies must maintain business continuity to
continue to improve performance due to competition. Companies must be able to
generate high profits to maintain their business activities. Furthermore, these profits
are used to expand the company's operational activities. A company determines how
competitive it will be in the future. In situations like this, companies must create
strategies to face and respond to competition quickly. Companies with good
performance are companies that can utilize effectively and efficiently all available
resources to achieve optimal results (Raharjo, et, al, 2022).

In corporate financial management, investment is an important economic
activity. An investment 1S a promise to invest a certain amount of money and
resources in the future (Tandelilin, 2011) in Tanaya & Wiyanto (2022). Companies
choose to invest because they hope to produce more products and services in the
future, increase market share, gain profits, and so on. Company financial managers
who are assigned to carry out investment management definitely expect returns in
the future (Mardhiyah, 2017) but it does not rule out the possibility that financial
managers can make mistakes when investing, such as making wrong investment
decisions. An investment decision is an action taken by a financial manager when
allocating funds to various types of instruments. Investors then expect profits and
gains in the long term as a result of their investment decisions. However, investment
decisions must also pay attention to the level of risk. Myers et al (2001) in Sandiar
(2017) states that investment decisions are decisions to invest in real assets, such as
skills, land and equipment. Bad investment decisions can result in planning failure.
This failure can result in a decline in the company's performance or market value.
Investment decisions involve placing a certain amount of money for a certain period
of time to earn returns that will increase a company's earnings and raise its share price
(Sutjiadi, 2023). Investors and potential investors need to gather a certain amount of
information before making an investment decision (Dewi & Sulistiyo, 2020)

Rahmiati and Huda (2015) stated that the decision to invest capital in several
assets to gain profits in the future is known as an investment decision. If the company
can manage and use existing resources effectively, investments can be made for
expansion or to place excess funds within the company, which is expected to generate
additional income for the company and provide high returns for investors. The level
of profit obtained by a company will affect its value and the prosperity obtained by
its owner.
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Research conducted by Barlinti & Purwaningrum (2023) states that one of the
factors that influences investment decisions is Leverage. Sa'adatunnisa, et al (2022),
Hasanah (2021) found that leverage influences investment decisions. By using the
assets it owns, a company can fulfill long-term and short-term debt obligations using
leverage. The use of debt to finance business activities, especially for investment in
fixed assets, and this debt is external funding that the company has to make
investment decisions. Therefore, leverage is one of the factors that influences
investment decisions. Apart from that, Runkat & Primasatya (2024), Amalia, et al
(2022), Aningsih (2024), Zebua, et al (2023), Lerskullawat (2019) found that leverage
has a negative effect on investment decisions. This is different from research
conducted by Kurniawan & Merina (2023) who found that leverage does not
influence investment decisions. In other words, the research results show that
leverage does not influence investment decisions.

Wijaya (2019) claimed that sales growth is a good indicator of a company's
future success since it shows the company's prior successes. Increased sales can also
indicate how competitive a business is in the marketplace. The proprietor of the
business hopes that a substantial company value will be indicated by the company's
favorable and growing sales growth. Sales growth is a metric that investors use to
assess a company's future prospects before making a larger investment. Research
conducted by Aprillia, et al (2022) shows that sales growth has no effect on
investment decisions.

Salim (2019), Aningsih (2024), explained that investment decisions are
significantly and positively influenced by liquidity. Companies that have high
liquidity values tend to have large amounts of cash, with a large amount of funds
available, the company is able to pay its short-term obligations, this will
automatically create added value for the company, so that investors do not hesitate
to invest in the company. Sa'adatunnisa et al (2022), Yunita & Yuniningsih (2020)
demonstrate the lack of impact of liquidity on investment choices. Because liquidity
is helpful in meeting short-term needs, investors are less interested in liquidity ratios
because they are related to a company's internal conditions in meeting short-term
needs. Instead, investors are more focused on long-term ratios because they yield
higher investment returns.

Sa'adatunnisa et al (2022), Barlinti & Purwaningrum (2023), Yunita &
Yuniningsih (2020), Hasanah (2021) found that profitability has no effect on
investment decisions. This is due to the fact that the company does not use the profits
it earns to make investments, but instead uses them to pay debts and distribute
dividends to shareholders. The impact of profitability and leverage on investment
decisions has been studied in the past, but the findings vary. This is different from
research conducted by Putu (2020), Setyoningati & Suhardiyah, (2022), Aningsih
(2024), Zebua, et al (2023) who found that profitability influences investment
decisions.

Zaki (2013), Lerskullawat (2019) discovered that decisions about investments
are significantly influenced favorably by cash flow. Companies can obtain internal
capital from cash flow Fazzari et al., (1988). Pecking order theory states that because
of the asymmetric information that exists between the corporation and its
shareholders, managers typically base their investment decisions on internal finances,
namely internal cash flow. According to Vogt (1994) in Zaki (2013) states that the
greater the cash flow a growing company has, the greater the investment made by the
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company, because companies generally do not distribute dividends during the growth
period, and managers will allocate the company's cash flow for investment activities.
Research conducted by Sitompul & Nasution (2020) shows that cash flow has a
positive but not significant effect on investment decisions. Meanwhile, research by
Subiyanto (2019) shows that cash flow has a negative effect on investment decisions.
Apart from that, Pintarto & Pujiono (2021), Aprillia (2022) found that cash flow has
no impact on investment decisions.

Because the above phenomenon and previous research still produce
inconsistent results, further research is needed to determine the results when applied
to different environmental conditions and times. This research will identify factors
that influence investor decisions by using a different time period and object from
previous research, namely the technology sub-sector.

RESEARCH METHOD

The study focused on 44 technology companies listed on the Indonesian Stock
Exchange (BEI) and collected financial report data and annual reports. The sample
was chosen using the purposeful sampling method based on criteria, and the number
of samples was as follows:

Table 1. Research Sample

No Company Code Company name
1 ATIC Anabatic Technologies.Tbk
2 EMTK Eagle Mahkota Teknologi.Tbk
3 STALL Kioson Commercial Indonesia.Tbk
4 MCAS M Cash Integration. Tbk
5 MLPT Multipolar Technology.Tbk
6 MTDL Metrodata Electronics.Tbk

Source: Secondary Data Processed (2024)

A number of businesses were disqualified due to their failure to satisfy all
requirements. This study was carried out over a five-year period, and thirty data
points total—six companies match the requirements. Quantitative data, which is
secondary data from this study, was employed in the form of financial and annual
reports from technology sector companies listed on the IDX for the years 2018-2022.
In this study's data analysis, a quantitative descriptive analysis method with multiple
linear regression analysis was used. This was done using the statistical tool SPSS, or
Statistical Package for the Social Sciences.

The multiple linear regression formula used in this research is:
Y =a+blX1+b2X2 +b3X3 + b4X4 +b5X5 + e

Where:
Y = Investment Decision
a = Constant
bl -b5 = Regression coefficient X1 - X5
X1 = Leverage variable
X2 = Sales growth variable
X3 = Liquidity variable
X4 = Profitability variable
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The research framework is as follows:

LEVERAGE (X1) S
SALES GROWTH (Xa) g
LIQUIDITY (X3) —
PROFITABILITY (Xa) L
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|
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Figure 1. Research Framework

Furthermore, the instruments for this research are as follows:

Table 2. Research Instruments

Variable Indicator Scale Source
Total debt . (Widyasti & Putri
Leverage ——x100¢ Ratio ’
8 Total asset~ 078 2021)
Sales ;- Sales; ; ) ) .
Sales Growth Ratio (Diah & Putri, 2021)
Sales;.;
Current Assets . (Mauris & Rizal
Liquidi Ratio ’
quidity Current Debt 2021)
Profitability m x 100% Ratio Kasmir (2016)
ale
Cashflow  LowlOperating CashFlow o .0 iah & Putri, 2021)
Current Liabilities
Investation TA - TAy, . .
decision Ttl Ratio Kasmir (2015)
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RESULTS AND DISCUSSION
Test Results Classical Assumptions
1. Normality Test Results
Table 3. Normality Test Results
One-Sample Kolmogorov-Smirnov Test
Unstandardized Residuals

N 30
Normal Parameters *° Mean .0000000
Std. Deviation 32262469
Most Extreme Differences Absolute , 139
Positive , 139
Negative -.116
Statistical Tests , 139
Asymp. Sig. (2-tailed) 144 ¢

a. Test distribution is Normal.
b. Calculated from data.
c. Lilliefors Significance Correction.
Source: Secondary Data Processed (2024)

The data from the Kolmogorov Smirnov Test can be explained by the
Asymp.Sig value (2 tailed) of 0.144, which is greater than the previously determined
significance value of 0.05, according to the Normality Test. Thus, it is claimed that
the data is regularly distributed.

2. Multicollinearity Test
Table 4. Multicollinearity Test Results
Coefficients *

Collinearity Statistics

Model Tolerance VIF
1 X1 (Leverage) , 784’ ‘1,279
X2 (Sales Growth) £,829’ 1,206
X3 (Liquidity) , 705’ ‘1,421
X4 (Profitability) ,904 ‘1,108
X5 (Cash Flow) ,878’ ‘1,147

a. Dependent Variable: Y (Investment Decision)
Source: Secondary Data Processed (2024)

Based on Table 4, it can be noted that the tolerance values for X1 and X2 are
0.784 and 1.279 respectively in terms of VIF; X3 and VIF are 0.705 and 1.421
respectively; X4 and Vifare 0.904 and 1.108 respectively; and X5 and VEF are 0.878
and 1.147 respectively. Each variable has a tolerance value of more than 0.1 and a

variance insertion factor of less than 10, which indicates that this research does not
involve multicollinearity.
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Multiple Linear Regression Analysis
Table 5. Results of Multiple Linear Regression Analysis
Coefficients *

Unstandardized Standardized
Coefficients Coefficients t Sig.
Model B Std. Error Beta
1  (Constant) ,070 , 115 ,611 547
X1 (Leverage) -.322 132 -277 -2,432  .023
X2 (Sales Growth) ,555 ,083 , 741 6,691  ,000
X3 (Liquidity) ,030 .014 ,260 2,163  .041
X4 (Profitability) ,614 ,372 , 175 1,651 112
X5 (Cash Flow) -.124 ,076 -177 -1,646 113

a. Dependent Variable: Y (Investments Decision)
Source: Secondary Data Processed (2024)

The regression equation formed based on the coefficient table found in table 5

is:
Y =0.070-0.322 X1 + 0.555 X2 + 0.030 X3 + 0.614 X4 — 0.124 X5

The constant value is 0.070 that is when all the independent variables The
leverage regression coefficient (X1) is 0.322 with a negative sign. That is, when the
leverage increases by one unit, investment decisions decrease by 0.322, provided that
the other independent variables are fixed or constant. The sales growth regression
coefficient (X2) 1s 0.555 and has a positive sign. That is, when sales growth increases
by one unit, investment decisions increase by 0.555, provided that the other
independent variables are fixed or constant. The liquidity regression coefficient (X3)
1s 0.030 and has a positive sign. That is, when liquidity increases by one unit,
investment decisions increase by 0.030, provided that the other independent
variables are fixed or constant. The profitability regression coefficient (X4) is 0.614
and has a positive sign. That is, if profitability increases by one unit, investment
decisions increase by 0.614, assuming that the other independent variables are fixed
or constant. The cash flow regression coefficient (X5) is 0.124 with a negative sign.
This means that if cash flow increases by one unit, investment decisions decrease by
0.124, assuming that the other independent variables are fixed or constant.

Hypothesis Test Results
1. Partial Test Results (t-test)

Leverage, variable X1, has a significant value of 0.023. The significant value of
X1 isless than 0.05. This shows that the hypothesis (H1) is accepted, so it can be said
that strength (X1) influences investment decisions (Y). The resulting regression
coefficient value is (-) 0.322, indicating that the influence of the dependent variable
(Y) 1s negative. Variable X2, sales growth, has a significant value of 0.000, indicating
that the significant value of X2 is less than 0.05. This shows that the hypothesis (H2)
1s accepted and it can be concluded that sales growth (X2) influences investment
decisions (Y). The resulting regression coefficient value is (+) 0.555, indicating that
the influence on the dependent variable (Y) is positive. Liquidity, variable X3, has a
significant value of 0.041. This shows that the significant value of X3 is less than
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0.05. This shows that hypothesis (H3) is accepted, which means that liquidity (X3)
influences investment decisions (Y). The resulting regression coefficient value is (+)
0.030, indicating that the influence on the dependent variable (Y) is positive.
Profitability, variable X4, has a significant value of 0.112, indicating that the
significant value of investment decisions (Y) is not influenced by cash flow (X5),
since variable X5 has a significant value of 0.113, indicating that the significant value
of X5 is greater than 0.05. Hypothesis (HY) is rejected.

2. Determination Test Results (R?)
Table 6. Coefficient of Determination Test Results (R?)
Model Summary *

Model R R Square Adjusted R Square  Std. Error of the Estimate
1 ,869 2 ,758 ,703 16315
a. Predictors: (Constant), X5.Cash Flow, X2.Per Sales Growth , X4.Profitability,
X1.Leverage,

b. Dependent Variable: Y (Investment Decision)
Source: Processed data (2024)
Table 6 shows that the adjusted R square value for variable X1 is 0.703, or
70.3%.

Discussion
The Effect of Leverage on Investment Decisions

The Debt to Asset Ratio (DAR) is used in this study to measure the leverage
variable. DAR seeks to determine how much of the company's entire assets can be
used to pay off'its debt. 0.023 is the significant level of the leverage variable, according
to the partial test results. This indicates that X1's significant value is less than 0.05.
This indicates that the hypothesis (H1) is true, supporting the claim that leverage (X1)
affects the choice of investments (Y). The regression coefficient value that is obtained
1s (-) 0.322, which suggests that the given influence has a negative effect on the
dependent variable (Y).

In theory, the results of this research do not contradict existing theories.
Lerskullawat, (2019) shows that leverage has a negative impact on investment
decisions because it shows that the company prioritizes paying off the debt and
interest it has, which means that lower investment decisions are made if leverage is
higher. and not carrying out investment activities completely. In addition, the
company requires additional investment in its fixed assets when sales increase.
However, the company does not dare to increase risk if debt 1s used as a source of
funding because its capital structure is dominated by debt. In addition, as stated by
Aivazian et al (2005) in Wahyuni (2015) the relationship between financial leverage
and investment is the theory of over-investment which is a potential conflict between
managers and shareholders. According to this theory, managers have a desire to
increase the size of the company so that they sometimes accept detrimental projects
that can reduce shareholder welfare. The manager's ability to control cash flow
fluctuations in the company must be limited by the use of debt. By using debt,
company managers must pay interest to bondholders. As a result, they will be more
careful when making investments and will not invest in projects that are detrimental
to the company.
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According to agency theory documented by Zaki (2013) shareholders or
company owners have a tendency to avoid safe projects that have a positive NPV
even though the new project will improve the company's performance. This situation
arises during times of distress, where the debt burden is high. excess causes
shareholders to miss growth opportunities. This is called underinvestment. This
means that the higher the leverage, the lower the investment decision

Phan (2018) in Runkat & Primasatya (2024) research shows that leverage has
a significant negative impact on corporate investments. The negative relationship
between leverage and corporate investment also applies to private companies that
obtain long-term loans from banks. The impact of long-term debt on investment has
two sides, namely leverage has a negative impact on investment behavior because of
the potential conflict of interest between debt holders and shareholders. Companies
may refuse to invest if they cannot raise funds over a long period of time because they
do not want to bear the risk of rollover. Thus, corporate debt financing and
investment are negatively correlated. Furthermore, Chang, et al (2021) Higher
leveraged book value affects a company's investments. Intrinsic and external factors
influence the relationship between corporate investment and debt financing.
According to underinvestment theory, companies with higher leveraged book values
tend to ignore investment opportunities. As a result, higher debt financing costs result
in underinvestment opportunities. Because companies with higher leveraged book
values have a higher risk of default and find it difficult to obtain new funds from
external financing sources, managers can reduce the negative impact by lowering the
leveraged book value. The results of this research are also in line with and support
the results of research conducted by Runkat & Primasatya (2024) , Amalia, et al
(2022) , Aningsih (2024) found that leverage has a negative and significant effect on
investment decisions.

The Effect of Sales Growth on Investment Decisions

Based on the partial test results, it can be seen that the sales growth variable has
a significant level of 0.000. This means that the significant value of X2 is smaller than
0.05. This means that the hypothesis (H2) 1s accepted, so it can be said that sales
growth (X2) influences investment decisions (Y). The resulting regression coefficient
value is 0.555, indicating that the influence given is positive on the dependent
variable (Y).

This study does not challenge the existing theory on sales growth, which is
based on the fact that the higher the sales growth rate achieved by a company, the
greater the opportunity for the company to increase its market value and the greater
the incentive to invest, Aprillia, et, al (2022)

The results of this research are in line with and support the results of previous
research. by Belguith & Abid (2023) which empirically proves the existence of a
significant influence between sales growth on investment decisions . This is different
from Aprillia, et, al (2022) , who found that sales growth had an influence on
investment decisions.

The Influence of Liquidity on Investment Decisions

The liquidity variable has a significant level of 0.041, as shown by the partial
test results. This shows that the significant value of X3 is less than 0.05. This shows
that the hypothesis (H3) is accepted, which means that liquidity (X3) influences
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investment decisions (Y). The resulting regression coefficient value is (+) 0.030,
which indicates that the influence given to the dependent variable (Y) is positive.

This means more investment options with greater liquidity. The liquidity ratio,
which indicates how quickly a company can pay off its short-term debts, determines
how quickly the company can settle its short-term obligations. As stated by Brigham
& Houston (2018) in Nurasik et al., 2023 in Nurasik, et al (2023), Liquidity ratios
show how a company's cash relates to its current liabilities and other current assets.
Liquidity ratios can be measured using the Current Ratio (CR) by comparing all of
the company's current assets with its short-term liabilities. The greater the CR value
indicates that the company is able to manage all its current assets optimally in its
operational activities, so that liquid funds are available to pay off all its current
liabilities. This can attract investors' interest in investing their capital in the company,
so that the company's share price will increase due to increased demand for the
company's shares. On the other hand, if the company's CR value is low, the
company's share price will be lower because investors consider the company to be
"illiquid". A company is said to be illiquid if the company does not have cash or other
current assets that can be used to pay off its debts. Previous research examined the
relationship between liquidity and investment decisions,

The results of this research support research conducted by Salim (2019),
Aningsih (2024), (Susanto Salim, 2019), (Siringo-Ringo, 2020) who found that
liquidity has a positive and significant influence on investment decisions.

The Influence of Profitability on Investment Decisions

The partial test results show that the profitability variable has a significance
level of 0.112. This indicates that the significant value of X4 is greater than 0.05,
which suggests that the hypothesis (H4) is not valid. Therefore, profitability (X4) does
not affect investment decisions (Y).

Hasanah (2021) Investment decisions are not influenced by profitability. This
can happen because the company uses profits over a certain period of time for other
purposes, such as paying debts and paying dividends. Managers also consider market
conditions and external risks, such as inflation and changes in economic and political
policies. Managers will consider some of these options to help the business.

The findings of this study agree with and corroborate those of previous studies
by Sa'adatunnisa et al (2022), Barlinti & Purwaningrum (2023), Yunita &
Yuniningsth (2020) , Hasanah (2021), while (Zebua et al., 2023)found that
profitability had no significant effect on investment decisions.

The Influence of Cash Flow on Investment Decisions

The partial test results show that the cash flow variable has a significant level
of 0.113, which indicates that the significant value of X5 is greater than 0.05, which
indicates that the hypothesis (H5) is rejected. Therefore, investment decisions (Y) are
not influenced by cash flows (X5).

There are indications that the market is not reacting to information about
operating cash flows, which is an important part of investment decision making.
Investors do not pay attention to the operating cash flow statement, which is
information that helps them make investment decisions. In addition, cash flow from
operating activities is not an indicator of profitability because it is not included in
significant cost categories such as non-cash equity or funding.
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Based on the results of this research, investors pay little attention to operating
cash flow because companies do not have sufficient funds to pay off loans, pay
dividends, expand company operations, or make new investments without relying
on external funds. Operating activities, which are the origin of cash flow, indicate
whether a company has sufficient funds to repay loans. This may be because cash
flow is divided into three parts, but this study only looked at operating cash flow,
which only indicates a company's financial health. Thus, the company has a
guarantee of its operating cash flow when operating in the future. Companies with
high earnings and sufficient cash have the potential to increase stock returns.

The findings of this study agree with and corroborate those of previous studies
by Pintarto & Pujiono (2021) , Aprillia, et al (2022) who found that cash flow had
no impact on investment decisions.

CONCLUSION

The focus of this research is to understand how investment decisions made by
technology companies listed on the Indonesia Stock Exchange are influenced by
leverage, sales growth, liquidity, profitability, and cash flow. Based on research
findings, it can be concluded that leverage (X1) influences investment decisions
negatively; sales growth (X2) influences positive investment decisions; liquidity (X3)
influences positive investment decisions; profitability (X4) does not influence positive
investment decisions; and cash flow (X5) does not influence positive investment
decisions. This research has limitations, namely that it only involves six companies
from the technology sector listed on the Indonesian Stock Exchange. This may limit
the generalization of research results to the entire technology sector or other
companies listed on the stock exchange. The implications of this research show the
importance of a deep understanding of the factors that influence investment
decisions, both for individuals and organizations, as well as for the development of
policies that support economic growth. Future research could consider additional
variables that might influence investment decisions, such as macroeconomic factors
(e.g., inflation, interest rates), investor psychological factors, or the impact of
government policy.
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