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ABSTRACT

This study investigates the relevance of other comprehensive income to returns, using a sample of LQ 45 companies listing on the
Indonesian Stock Exchange (IDX) in 2015-2018, and using simple regression analysis. The results found that other comprehensive
income is relevant to stock returns; this indicates the existence of OCI information is considered important for decision making.
Other comprehensive income includes all changes in the company's net assets that are adjusted to market conditions and are
transparent and have a predictive value on future profits so that it can affect the value of the company. One measurement of
company value can be measured by looking at the rate of return on company stock returns.
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1 Introduction

Since the implementation of mandatory
inclusion of comprehensive income as separate
information in the income statement, the
researcher investigates the relevance of that
information in the Indonesian capital market.
PSAK No. 1 (Revised 2013) which is mandatory
for implementation by the company since January
1, 2015, requires that items on unrealized gains
and losses are treated the same as items on
realized gains and losses (that is, recognized in net
income), therefore the items that have not been
realized are put into a special item called
Comprehensive Income.

Previous empirical studies in several
countries have tested the relevance of
comprehensive income and have produced
different research results. For example [1]
revealed that operating income (net income) is a
measure of performance and has a predictive
value that is better than comprehensive income.
On the other hand, [2] found some evidence that
confirms that comprehensive income explains
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annual returns better than net income, and has
information content in terms of predictions. [3]
found no evidence that comprehensive income
items provided relevant relevance information
compared to net income. Using experimental
research, [4] conducted an experimental study on
MBA students, to assess whether there were
differences in professional and nonprofessional
investor decision making regarding
comprehensive income reporting formats, and the
results of the study nonprofessional investors
relied more on information provided in the
performance statement (Comprehensive Income
Statement than other presentation formats. Based
on various diverse studies, it is difficult to
conclude whether comprehensive income reports
produce more informative reporting.

Since the entry into force of PSAK 1
(Revised 2013), it has been required to be
implemented on January 1, 2015, requiring to
include other comprehensive income in the
income statement, consisting of five OCI
components that must be reported including; (1)
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revaluation of fixed assets, (2) actuarial for
defined benefit programs (3) profit and loss on the
translation of financial statements and investment
assets from business activities abroad, (4) changes
in financial assets available for sale and (5) gains
and losses cash flow hedges.

This study examines the relevance of
Comprehensive Income to stock returns on LQ 45
companies in Indonesia Stock Exchange. This is
something quite important to study because the
decline or increasing relevance of the value of
financial statements in the capital market indicates
low or high quality and usefulness of GAAP and
regulations issued by standard setters [5]; [6].
Previous empirical research measures the study of
the value of comprehensive income relevance
using the model [7] which analyzes the
relationship between accounting information on
stock prices and returns. This relevancy model is
used by  several researchers namely;
[8];[9;[101;[11];[3].

One of the earnings information included
does not only come from the results of the
company's main activities but also includes
account elements that can increase the value of the
company's equity, which in this case is reported in
the statement of comprehensive income, so that
financial information for one period, not only
includes profit / loss at the time of the period but
also includes an increase or decrease in value of
the company's assets, even if the assets have not
been sold.

From this, the researcher investigates that
whether one of the elements of earnings
information, comprehensive income, has relevant
value on investment decisions for investors in
companies listing in LQ 45.

2 Theoretical Framework and Hypotheses
Development

Signaling Theory is a signal of information
given by management about the condition of the
company (Brigham and Houston, 2011). This
information is a signal to the company's condition
and its impact on future cash flows.
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Other comprehensive income information can
be a signal for investors in making investment
decisions. Since the adoption of PSAK 1 (Revised
2013), which must be implemented by every
company since January 1, 2015, requires that
every company must include comprehensive
income in the income statement. With
comprehensive income, it can improve the
comparability, consistency and accuracy of
financial statements. OCI information contains
information measured at fair value so that the
information is more relevant to market conditions.

Hypotheses Development

The decision to include OCI as part of the
income statement is considered to be able to
present more complete financial statement
position information for the decision making
process in increasing the relevance of the financial
statements as a whole. OCI is considered to be
able to increase transparency of important
information regarding unrealized fair value gains
and losses in the future. OCI contains information
on the fair value of assets and debt so that OCI
provides more transparent information about the
company's current condition. OCI can give a
signal to investors, if the signal is considered
valuable then the market will respond to that
signal.

Research [2]tests three benefits of OCI;
information content, OCI predictability and
executive compensation contracting. And the
results of the study. Comprehensive income
explains better annual returns than net income,
and has information content, in terms of
predictions, OCI has better predictive ability than
NI, and in terms of executive compensation
contraction, NI is able to explain compared to Cls.
Empirical studies in research [8] show that other
comprehensive income has a stronger relevance
relationship to stock returns than net income. The
results of the study found evidence that current
year earnings were predicted by comprehensive
income last year, so comprehensive income was
considered relevant to be used as the presence of
new information for investors.
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H1: Comprehensive Income has a relevant effect
on stock returns

3 Research Methods

This study is a hypothesis test, researchers
investigated the correlation between the relevance
of comprehensive income relevance to stock
returns. Time dimension This research involves
many specific time (time series) with many
companies (cross section). Data collection
methods used are archival data collection. The
type of company studied is the LQ 45 listed
company on the Indonesian Stock Exchange for
2015-2018.

Stock returns

Stock return is income (gain) or loss (loss)
due to a decrease in the value of an investment in
a certain period. Measurement of returns using
model [7] is by looking at the level of stock
returns.

R, = (PtP P, )
t-1
Rit = Return of company i stock in period t
Pt = closing price of company shares in
period t
Pt1 = The closing price of the company's

shares in the t-1 period or period previous.

Other Comprehensive Income Components
(X1)

OCI is an unrealized gain or loss from
changes in the equity of a company whose source
is not from owner's capital. According to PSAK |
(revised 2013) included in the OCI component are
revaluation of fixed assets, actuarial for defined

benefit programs, foreign exchange differences on
financial statements of foreign entities, asset
instruments available for sale and cash flow
hedging instruments.

ocTt

Total Comprehensive Income

OoCI=

OCI = Other comprehensive income report
(income comprehensive)

Total OCI = Total overall components of
comprehensive income

Data Analysis Method
Data analysis using regression test with SPSS 24
analysis tool with the following research model;

Riy=Po+P1OCI +¢

4 Result
Descriptive Statistical
Analysis

Based on the results of the analysis of Table
1, the number of samples (n) of the research is 45
LQ 45 companies with four (4) years of research
time from 2015 to 2018. From the number of
samples (n), the OCI variable has minimum and
maximum values - 252,13 and 234.18. With a
standard deviation of 38.803809 and. And the
number of observations is 180. This shows that
the sample quality of company data tends to show
that the OCI data of the company is quite high.
The result of the minimum return value of -1.06
and the maximum return of the return is 3.32, this
shows that the sample of the company's data
return is quite high.

Table 1. Descriptive Statistics

N Minimum Maximum Mean Std. Deviation
OCI 180 -252,13 234,18 6,8429 38,80389
Return 180 -1,06 3,32 ,0206 ,45172
Valid N (listwise) 180
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Table 2. ANOVA?

Model Sum of Squares Df Mean Square F Sig.

1 Regression 1,171 1 1,171 5894 016"
Residual 35,354 178 ,199
Total 36,525 179

a. Dependent Variable: Return
b. Predictors: (Constant), OCI

Table 3. Coefficients?

Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) ,006 ,034 ,188 851
OCl ,002 ,001 ,179 2,428 ,016

a. Dependent Variable: Return

Table 4. Model Summary®

Adjusted R
Model R R Square Square

Std. Error of the Estimate

1 , 1792 ,032 ,027 ,44566

a. Predictors: (Constant), OCI
b. Dependent Variable: Return

T test results (hypothesis testing) other
comprehensive income for the study sample has a
beta coefficient of 0.002 to the Stock Return and a
value of p-value (sig.) Of 0.016 <0.05. OCI
variable coefficients that produce positive values
are in line with research hypotheses that have a
positive influence then H1 is accepted so that the
hypothesis 1 test can be accepted, then OCI has a
relevant.

5 Discussion

The results of tests conducted show that OCI
has a relevant value relationship to stock returns,
implying  OCI information is considered
important. This is caused by the accumulation of
profits generated by the company at LQ 45 at IDX
is the result of accumulation of total operating
profit and other comprehensive income, so an
increase in the number of OCI will increase the
amount of profits obtained by the company, and
this is a role model by investors in making an
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investment that is by looking at the total amount
of profits generated by the company.

The decision to include OCI in the income
statement is considered to be a transparent and
more complete information in the presentation of
decision making information by increasing the
relevance of the financial statements as a whole,
[12].

Research [13]in Japan related to the relevance
of OCI values using a sample of non-financial
sector Japanese companies in the 1998-2010
period. The results of his research found evidence
that earnings in the current year were predicted by
the existence of comprehensive income
information from the previous period. so that
other comprehensive income is considered
relevant to be used as information to predict future
net income. [14] stated that the disclosure of
OClI's other comprehensive income component
becomes important as there is an increase in the
complexity of business transactions, such as
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foreign operating activities, corporate pensions,
and buying and selling of securities. The five
other  comprehensive  income  components
according to PSAK | 2009 revision include
changes in the revaluation surplus, re-
measurement of the defined benefit program,
gains and losses arising from the translation of
financial statements from foreign business
activities, gains and losses from re-measuring
financial assets as "available for sale “, and the
effective portion of the profits and losses of cash
flow hedging instruments.

An obligation for companies to disclose other
comprehensive income components should be
able to improve the quality of financial reporting
and can make the information presented useful by
categorizing earnings components in ways that are
considered useful to investors. This is because
other comprehensive income covers all changes in
the company's net assets and becomes a new
information presence for investors and can predict
future income so as to increase the value of the
company. One measurement of company value
can be measured by looking at the level of stock
returns (return) of the company.

6 Conclusions And Recommendations

This research investigates the relevance of
other comprehensive income to stock returns. The
results of analysis and hypothesis testing
concluded that other comprehensive income had a
significant effect or had a relevant relationship on
stock returns. This is  because other
comprehensive income covers all changes in the
company's net assets and makes managers not
only consider internal factors but also external
factors that affect the value of the company. One
measurement of company value can be measured
by looking at the level of stock returns (return) of
the company.

For management, the disclosure of
comprehensive income must be in accordance
with the actual situation. This is because,
evaluations of the company's financial
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performance are carried out comprehensively both
realized and unrealized financial data.
Management must disclose relevant and fair
disclosure of information.

For investors, before investing, it is better to
conduct a comprehensive financial performance
assessment. The financial data contained in the
company's financial statements does not fully
reflect the financial condition of the company in
real terms. Financial analysis must be performed
on all financial data both realized and unrealized.
This is to prevent investment losses.

Future studies can expand research samples in
all company industries listed on the Indonesia
Stock Exchange and add research periods. And
also researchers can analyze how the influence of
other comprehensive income components in
relation to earnings management and market
reaction.

For management, the disclosure of
comprehensive income must be in accordance
with the actual situation. This is because,
evaluations of the company's financial
performance are carried out comprehensively,
both realized and unrealized financial data.
Management must disclose relevant and
reasonable information.

For investors, before investing, it is better to
conduct a comprehensive financial performance
assessment. Financial data contained in a
company's financial statements do not fully reflect
the company's financial condition in real terms,
and financial analysis must be carried out on all
financial data both realized and unrealized. This is
to prevent investment losses.
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