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ABSTRACT

To value a company or its stock, many investors look at the Price-
Earnings ratio (P/E ratio). It can be used as an indication whether a company’s
stock is undervalued, overvalued or on its fair price. To use the P/E ratio as an
indicator for valuation is a very popular approach because its uncomplicated
procedure and the P/E ratio has been attract of attention for many prior academic
reports.

Focus on companies that are registered in Indonesian Stock Exchange,
this research used three key factors as dependent variables which influence P/E
ratio, that are interest rate, dividend yield, and systematic risk. The purpose of
this research is to find out which variables influence the P/E ratio on the
Indonesian Stock Exchange. It is also aims to specify how a change in these

variables affects the P/E ratio.
Keywords :

P/E ratio, interest rate, dividend yield, systematic risk, regression

analysis, and Indonesian Stock Exchange.
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