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THE EFFECT OF FINANCIAL RATIOS IN PREDICTING CONDITIONS
MANUFACTURING COMPANY FINANCIAL DISTRESS
IN INDONESIA STOCK EXCHANGE

Aditya Wiratama Putra
STIE Perbanas Surabaya
Email: wiratamaaditya@ymail.com
JI.'‘Nginden Semolo No. 34-36 Surabaya

ABSTRACT

This study aims to know whether financial ratio can be used in predicting the probability
on financial distress in manufacture company listed in Indonesia Stock Exchange.

The sample used in study are manufacture companies listed in-Indonesia Stock Exchange
during the observation period 2010 — 2013. The sampling technique used was purposive
sampling. The study sample size is 55 companies. The data used in the research is secondary
data. Data collected based on the financial reporting of the company that seen from Indonesia
Capital Market Directory (ICMD). This study use a logistic regression analysis as the test tool.

The result of this study indicate that the financial ratio influential to the probability of
financial distress in manufacture company. The result shows that debt equity ratio and net profit
are significant variables to determine the condition of financial distress of a firm.

Keyword: Current ratio, Perputaran Aktiva, Debt Equity ratio, Net Profit Margin, Financial
Distress.
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