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Abstract 
The company’s financial performance is a very important aspect because it reflects 
the company’s ability to manage its resources effectively and efficiently, one of the 
indicators is the level of profitability proxied by return on assets. This study aims to 
analyze the effect of financial ratios such as the debt-to-equity ratio, current ratio, 
and total asset turnover on the company’s return on assets, both partially and 
simultaneously. This study uses a quantitative approach with panel data involving 
17 technology sector companies listed on the IDX, using purposive sampling 
techniques and classical assumption tests, panel data regression tests, hypothesis 
tests, and coefficients of determination using EViews 13. The results of this study 
indicate that the debt-to-equity ratio and current ratio do not have a significant effect 
on return on assets, whereas total asset turnover does have an effect on return on 
assets. Simultaneously, these variables have a significant effect on return on assets 
because many factors influence return on assets-not just the debt-to-equity ratio and 
the current ratio alone. The findings imply that profitability in technology 
companies is influenced more by strategic and innovation-related factors than by 
conventional financial ratios such as leverage, liquidity, and asset utilization 
efficiency.  
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1. Introduction 
Indonesia continues to experience economic growth, reflected in the expansion of 

production and service activities across various sectors. This development has 
intensified business competition, encouraging companies to improve their financial 
performance to remain competitive and ensure long-term sustainability. Financial 
performance reflects a company’s ability to manage operations efficiently and 
generate profits that support operations, business expansion, and resilience during 
periods of economic uncertainty (Azizah & Cahyaningtyas, 2023; Suherlan, 2024). 
Companies that consistently generate profits are better positioned to finance growth 
and mitigate risks, whereas low profitability increases reliance on external financing. 
This challenge has become more pronounced as corporate asset structures 
increasingly shift toward intangible assets, particularly in technology-oriented 
industries. 

Among the sectors contributing to economic growth, the technology sector has 
emerged as a key driver of productivity and innovation. Globally, intangible assets 
account for approximately 90% of corporate assets, while tangible assets represent 
only 10%, with software and technology-related assets dominating market 
capitalization. In Indonesia, the rapid expansion of the technology sector has 
accelerated economic development, enhanced productivity, and facilitated 
innovations that were previously difficult to achieve (Sari et al., 2026). This trend is 
reflected in the increase in the ICT Development Index from 5.07 in 2018 to 5.90 in 
2023, demonstrating substantial technological progress. Given these developments, 
evaluating the financial performance of technology companies has become 
increasingly important. Therefore, this study employs Return on Assets (ROA) as a 
measure of a company’s ability to generate profits from its assets (Sutrisno, 2017). 

 

 
 

Figure 1. Return on Assets Level for All Sectors 
 
Based on the graph in Figure 1, the technology sector’s profitability declined 

significantly in 2021 and 2023 due to rising interest rates. In 2025, interest rates 
increased by 9.25% (Bank Indonesia, 2025). Most technology companies are still in 
the growth phase and are implementing efficient strategies to achieve net profit. 
Therefore, a company’s financial performance is crucial for reflecting its financial 
condition over a specific period, in terms of both funding and disbursement. This 
financial performance is generally measured through various financial ratios, 
including solvency, liquidity, and activity ratios. 
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Figure 2. Comparison of DER and ROA 

 
The solvency ratio assesses a company’s ability to manage funding sources and 

meet its long-term obligations. In this study, the Debt-to-Equity Ratio (DER) is 
used as a proxy. DER is used to show the comparison between the amount of debt 
and the amount of equity, so that it can illustrate the extent to which company funds 
are financed by creditors compared to company owner funds. Based on Figure 2, in 
the technology sector, the company debt-to-equity ratio decreased to 81%, and the 
return on assets decreased to -0.14. A high debt-to-equity ratio can reduce return on 
assets because it can lead to inefficient capital use and a higher risk of default (Ferli 
et al., 2021). 

 

 
Figure 3. Comparison between Current Ratio and ROA 

 
Financial performance can also be evaluated through a company’s liquidity, which 

reflects its ability to meet short-term obligations. Liquidity is commonly measured 
using the current ratio, which assesses the extent to which current assets can cover 
current liabilities when they become due (Sudana, 2019). Based on IDX statistics in 
Figure 3, technology sector companies recorded a current ratio of 794% in 2021 with 
a ROA of -0.09. In 2022, the current ratio declined to 733% while ROA improved to 
-0.03, and in 2024 the current ratio further decreased to 584% with ROA at -0.14. 
These trends are inconsistent with the argument of Blessing and Sakouvogui (2023) 
that higher liquidity should enhance a company’s ability to meet short-term 
obligations and support performance. 
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Figure 4. Comparison between TATO and ROA 

 
In addition to liquidity, financial performance can be assessed through activity 

ratios, which measure how efficiently a company utilizes its assets to support 
operations. This study uses Total Asset Turnover (TATO) as a proxy, as it reflects 
the effectiveness of a company in using its total assets to generate sales (Sudana, 
2019). According to IDX statistics in Figure 4, technology companies recorded a 
TATO of 2.06 in 2021 with an ROA of -0.09. In 2022, TATO decreased to 2.07 while 
ROA improved to -0.03. By 2024, TATO fell further to 1.68, while ROA remained 
relatively better at -0.04. This pattern contradicts the view of Miswanto and 
Oematan (2020), who argued that higher asset turnover indicates more effective 
asset utilization and should contribute to improved company performance. 

This discrepancy between empirical findings and financial theory indicates an 
interesting research gap, particularly regarding the decline in ROA amid the rapid 
development of the technology sector. The novelty of this research lies in its distinct 
research subjects and time periods. The technology sector faces more complex levels 
of risk, funding needs, and asset utilization, characterized by economic uncertainty 
and high interest rates. Therefore, this research aims to examine the effect of debt-
to-equity ratio, current ratio, and total asset turnover on return on assets in 
technology sector companies listed on IDX for 2021-2024. 

2. Literature Review and Hypothesis Development 

2.1. The Effect of Debt-to-Equity Ratio on Return on Assets 
The debt-to-equity ratio is a ratio used to show the comparison between the 

amount of long-term debt and the amount of equity owned by a company, which is 
useful for determining the amount of funds provided by creditors compared to funds 
originating from company owners (Widiono & Yuniarwati, 2025; Sumarni, 2025; 
Masrifa & Lestari, 2025). The higher the debt-to-equity ratio, the smaller the 
company’s equity is compared to its (Dewi & Sembiring, 2022). According to 
signaling theory, a high debt-to-equity ratio indicates that a company uses debt in 
its operations. The use of high debt can be interpreted as a negative signal, marked 
by a decrease in investor confidence, because the company must bear high interest 
burdens, so that the company’s performance deteriorates because debt is higher than 
equity. This is because a higher debt-to-equity ratio indicates that the company has 
a higher level of debt and, consequently, faces greater business risks should economic 
conditions deteriorate (Manda & Sembiring, 2022)  

Research by Sunaryo and Lestari (2021) found that the debt-to-equity ratio has a 
negative and significant effect on return on assets, indicating that a company’s capital 
structure influences its ability to generate profits. The study suggests that debt 
financing can improve profitability when the cost of debt is lower than the cost of 
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equity, making debt a more efficient source of funding. However, excessive reliance 
on debt may increase financial burdens, particularly through higher interest 
expenses, which can reduce the company’s profits (Mahdiana & Amin, 2020). 
Moreover, a higher DER reflects a greater proportion of debt relative to equity, 
potentially increasing financial risk and adversely affecting profitability (Dewi & 
Sembiring, 2022). 

 
H1: Debt-to-equity ratio has a negative effect on return on assets. 
 

2.2. The Effect of Current Ratio on Return on Assets 
The Current Ratio (CR) is one of the most widely used liquidity indicators for 

evaluating a company’s ability to meet its short-term obligations with current assets 
(Hasidi et al., 2024; Heni & Utami, 2025). A higher current ratio reflects a stronger 
liquidity position, indicating that a company possesses sufficient current assets to 
cover its current liabilities when they become due. Adequate liquidity enables firms 
to maintain smooth business operations, avoid financial distress, and reduce the 
likelihood of payment delays to creditors and suppliers. As a result, companies with 
strong liquidity are generally perceived as more financially stable and better able of 
manage their working capital efficiently (Alsulami, 2025). Furthermore, a high 
current ratio gives firms flexibility to support operations and pursue investment 
opportunities that may improve financial performance (Wu et al., 2025). 

Based on signaling theory, a company with a high CR demonstrates that it 
possesses sufficient current assets to meet its short-term liabilities, reflecting a 
healthy and stable financial condition. This serves as a positive signal to investors 
by indicating lower liquidity risk and stronger operational continuity. Companies 
with strong liquidity are generally perceived as having lower financial risk, which 
can enhance investor confidence and attract additional capital to support future 
growth. Furthermore, the availability of adequate current assets enables firms to 
operate without significant liquidity constraints, creating greater opportunities to 
improve profitability. Consequently, an increase in the current ratio is often 
associated with higher ROA (Tobing & Batubara, 2026). This argument is supported 
by Susilawati et al. (2022), who found that higher liquidity strengthens corporate 
credibility and encourages positive investor responses. The study indicates that a 
higher current ratio is associated with improved ROA. 

 
H2: Current ratio has a positive effect on return on assets. 
 

2.3. The Effect of Total Asset Turnover on Return on Assets 
Total asset turnover is an activity ratio that measures how efficiently a company 

utilizes its total assets, including both current and fixed assets, to generate sales 
revenue (Alfisahr & Muniarty, 2023). A higher TATO indicates that a company is 
more effective in managing its available resources to support operational activities 
and increase sales performance. TATO reflects the effectiveness of a firm in using its 
overall assets to generate revenue and earn profits. The high number of TATOs 
indicates that the company is highly profitable (Fitriani & Komara, 2024). Therefore, 
companies with a high asset turnover ratio are generally considered better able of 
convert investments in assets into productive business outcomes. Efficient asset 
utilization not only contributes to higher sales but also enhances the company’s 
ability to generate returns from the resources it controls. 

Based on signaling theory, a high TATO indicates that a company can use both 
its current and fixed assets efficiently to generate sales. This efficiency reflects 
strong operational performance and signals to investors the company’s ability to 
maximize asset productivity. Efficient asset utilization not only demonstrates 
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effective management but also increases the firm’s capacity to generate higher 
revenues from its existing asset base. Consequently, higher total asset turnover is 
expected to improve ROA by increasing profitability from total assets (Harahap et 
al., 2025). Supporting this argument, Sumantri and Sukartaatmadja (2022) stated 
that higher asset turnover leads to greater profitability because increased sales 
contribute directly to higher profits, assuming other factors remain constant. 
Therefore, this study proposes that total asset turnover has a positive and significant 
effect on return on assets. 

 
 H3: Total asset turnover has a positive effect on return on assets. 
 

2.4. The Simultaneous Effect on Return on Assets 
Return on assets reflects a company’s ability to generate profits from its total 

assets and is often used as an indicator of operational and financial performance. The 
achievement of ROA is influenced by various internal factors, including capital 
structure, liquidity, and asset utilization efficiency. The debt-to-equity ratio 
represents the proportion of debt financing relative to equity and may affect 
profitability through financing costs and financial risk (Dewi & Sembiring, 2022). 
Meanwhile, the current ratio measures a firm’s ability to meet short-term obligations 
and reflects its liquidity position. Sartono (2014) stated that total asset turnover, on 
the other hand, indicates how effectively a company utilizes its assets to generate 
sales and profits. 

According to signaling theory, the combined performance of these financial ratios 
provides important information regarding a company’s financial health and 
operational capability. A balanced capital structure, adequate liquidity, and efficient 
asset utilization can signal lower financial risk and stronger profitability prospects 
to investors (Dewi & Sembiring, 2022; Harahap et al., 2025). Furthermore, firms that 
manage debt effectively, maintain sufficient liquidity, and maximize asset 
productivity are more likely to achieve higher profitability and sustainable growth. 
Therefore, DER, CR, and TATO are expected to jointly influence ROA, as these 
variables collectively reflect the effectiveness of financial and operational 
management in generating corporate profits. 

 
H4: Debt-to-equity ratio, current ratio, and total asset turnover have a simultaneous 
effect on return on assets. 
 

 
Figure 5. Conceptual Framework 

 

!
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Figure 5 illustrates the relationships between the independent variables, namely 
DER, CR, and TATO, and ROA as the dependent variable. DER is hypothesized to 
have a negative effect on ROA, as higher debt levels may increase financial costs and 
reduce profitability. In contrast, CR and TATO are hypothesized to have positive 
effects on ROA, reflecting the roles of liquidity and asset utilization in supporting 
firm profitability. Furthermore, DER, CR, and TATO are expected to influence ROA 
collectively, as represented by the simultaneous relationship in the framework. 

3. Methods 
This study employed a quantitative approach with a descriptive and associative 

research design to examine the relationships between the variables. The population 
consisted of all technology sector companies listed on the Indonesia Stock Exchange 
(IDX) during 2021–2024. The sample was selected using non-probability sampling, 
specifically purposive sampling, to obtain samples that meet predetermined criteria. 
Based on these criteria, the study included 17 technology sector companies were 
included in the study, resulting in a total of 68 observations over the four-year 
period. 

This study utilized secondary data obtained from sources that had previously 
collected, processed, or published the information (Farah et al. 2023). The data were 
panel data, combining time-series and cross-sectional data and allowing observations 
across multiple companies over a specific period. The study employed three 
independent variables, namely Debt to Equity Ratio (DER), Current Ratio (CR), and 
Total Asset Turnover (TATO), while Return on Assets (ROA) was used as the 
dependent variable to measure company profitability. 

The research instrument in this study consisted of descriptive statistical analysis 
and several classical assumption tests, including the normality test, 
heteroscedasticity test, multicollinearity test, and autocorrelation test, to ensure that 
the data met the requirements for regression analysis. The main analytical technique 
was panel data regression, used to examine the effect of the independent variables on 
the dependent variable. Three panel data estimation approaches were considered, 
namely the Common Effect Model (CEM), Fixed Effect Model (FEM), and Random 
Effect Model (REM). To determine the most appropriate model, the Chow test, 
Hausman test, and Lagrange Multiplier test were conducted. Furthermore, 
hypothesis testing used the t-test to assess partial effects, the F-test to evaluate 
simultaneous effects, and the coefficient of determination (R²) to measure the model’s 
explanatory power. All statistical analyses were conducted using EViews version 13 
to ensure accurate and reliable data processing. 

4. Results 
This study was conducted to determine whether the debt-to-equity ratio, current 

ratio, and total asset turnover significantly influence return on assets in all 17 
companies listed on the Indonesia Stock Exchange in the 2021-2024 period. 

 
Table 1. Descriptive Statistics 

Statistics DER CR TATO ROA 
Mean  1.754589  6.897635  0.058824 -0.111507 
Median  0.280735  3.396555  0.250000  0.012985 
Maximum  54.97596  43.03273  2.450000  0.536586 
Minimum -4.091566  0.209763 -5.500000 -3.763883 
Std. Dev.  7.429160  9.225157  1.483504  0.565821 
Observations 68 68 68 68 
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Based on the results presented in Table 1, the DER has a minimum value of -
4.091566 or -409.16%, recorded by PT Envy Technologies Indonesia Tbk in 2022, 
and a maximum value of 54.975960 or 5,497.60%, recorded by PT Anabatic 
Technologies Tbk in 2021. The mean value is 1.754589, while the median is 
0.280735. The standard deviation is 7.429160, indicating substantial variation in 
DER across the observed companies. CR has a minimum value of 0.209763, recorded 
by PT Envy Technologies Indonesia Tbk in 2024, and a maximum value of 
43.032730, recorded by PT Global Sukses Solusi Tbk in 2021. The mean value is 
6.897635, while the median is 3.396555. The standard deviation of 9.225157 
indicates considerable variation in the liquidity conditions of the observed 
companies. 

TATO has a minimum value of -5.500000, recorded by PT Envy Technologies 
Indonesia Tbk in 2021, and a maximum value of 2.450000, recorded by PT Hensel 
Davest Indonesia Tbk in 2022. The mean value is 0.058824, with a median of 
0.250000 and a standard deviation of 1.483504. The wide range indicates substantial 
variation in asset utilization among the observed companies. The ROA has a 
minimum value of -3.763883, recorded by PT Envy Technologies Indonesia Tbk in 
2021, and a maximum value of 0.536586, recorded by PT Distribusi Voucher 
Nusantara Tbk in 2021. The mean value is -0.111507, while the median is 0.012985. 
The standard deviation is 0.565821, indicating considerable variation in profitability 
across the observed companies. The negative mean suggests that, on average, the 
observed companies generated negative returns on their assets during the 
observation period. 
 

Table 2. Chow Test 
Effects Test Statistic d.f. Prob. 
Cross-section F 4.536382 (16,48) 0.0000 
Cross-section Chi-square 62.636832 16 0.0000 

 
Table 2 presents the results of the Chow test used to determine the most 

appropriate panel data regression model between the CEM and the FEM. The test 
results show that the probability value of the Cross-section Chi-square statistic is 
0.0000, which is lower than the significance level of 0.05 (0.0000 < 0.05). Therefore, 
the null hypothesis is rejected, indicating that the FEM is more suitable than the 
Common Effect Model for analyzing the panel data in this study. 
 

Table 3.  Hausman Test and LM Test 
Test Statistics Result 

Hausman Test Cross-section random 
Chi-Sq. Statistic= 2.453271 

Chi-Sq. d.f. = 3 
Prob = 0.4838 

Lagrange Multiplier  Breusch-Pagan Cross-section= 18.63478 
Prob: 0.0000 

 
Table 3 shows that the p-value results from the Hausman test; the probability 

value (random cross-section) is 0.4838, which is greater than the significance value 
of 0.05, or 0.4838 > 0.05. This means that the Hausman test selected a random effect, 
so the next test, the Lagrange multiplier test, must be carried out. The Lagrange 
multiplier test has been conducted, and it can be seen that the Breusch-Pagan value 
(cross-section) is 0.0000, and the result of this value is smaller than the significance 
value of 0.05, or 0.0000 < 0.05. This means that, based on the results of the test, the 
selected model is a REM. 
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Figure 6. Normality Test 

 
Figure 6 shows that the probability value is 0.000000, which is less than 0.05 

(0.000000 < 0.05); therefore, it can be concluded that the data are not normally 
distributed. However,  according to the central limit theorem, if N > 30, the data can 
be assumed to satisfy the assumption of a normal distribution (Savitri et al., 2021). 
 

Table 4. Multicollinearity Test and Heteroscedasticity Test 
 
Variable 

Multicollinearity Test  Heteroscedasticity Test 
Coefficient Uncentered Coefficient Prob. Variance VIF 

Constant  0.002828  1.346354 2.602085 0.0115 
DER  2.07E-05  1.037104 -0.477827 0.6344 
CR  1.31E-05  1.311494 -0.132981 0.8946 
TATO  0.000644  1.009540 0.110221 0.9126 

 
Based on Table 4, the multicollinearity test for the variables above shows an 

uncentered VIF value <10, indicating that each variable in this study does not 
exhibit multicollinearity. Furthermore, the heteroscedasticity test indicates that 
each variable has a p-value greater than 0.05. This indicates that all variables are free 
from heteroscedasticity symptoms. 

 
Table 5. Coefficient Determination 

Statistics Value 
R-Square 0.206258 
Adjusted R-Square  0.169052 
S.E. of Regression 0.354648 
F-Statistics 5.543585 
Mean Dependent Var. -0.049662 
S.D Dependent Var 0.389055 
Sum Squared Residuals 8.049622 
Durbin-Watson 1.924970 
R-Square 0.206258 

 
Table 5 indicates that the Durbin–Watson (DW) statistic can be interpreted 

using the following criteria: a positive autocorrelation exists if the DW value is less 
than −2, no autocorrelation exists if the DW value falls between -2 and +2, and a 
negative autocorrelation exists if the DW value is greater than +2 (Sunyoto, 2017). 
Based on the results presented in the table, the Durbin–Watson statistic is 1.924970, 
which lies within the range of -2 to +2. Therefore, it can be concluded that there is 
no autocorrelation in the regression model. 

Based on the results in Table 5, the coefficient of determination in this study can 
be seen from the adjusted R-squared value of 0.206258, or 20.6%, where the 
dependent variable, namely return on assets, can be explained by the independent 
variables debt-to-asset ratio, current ratio, and total asset turnover, while the rest is 
explained in other variables besides those explained in this study. 
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Table 6. Panel Data Regression Test (Random Effect Model) 
Variable Coefficient Std. Error t-statistics Prob 
Constant -0.159438 0.108448 -1.470179 0.1464 
DER -0.003538 0.008289 -0.426770 0.6710 
CR 0.006230 0.006546 0.951710 0.3448 
TATO 0.189800 0.047836 3.967702 0.0002 
Effects Specification S.D. Rho 
Cross-section random 0.358014 0.5026 
Idiosyncratic random 0.356173 0.4974 

 
Based on the panel data regression results presented in Table 6, the DER and CR 

do not have a significant effect on ROA. This is indicated by their probability values, 
all of which are greater than the 5% significance level: 0.6710 for DER and 0.3448 
for CR, whereas TATO has a significant effect on ROA. The DER coefficient of -
0.003538 indicates that an increase in leverage tends to reduce ROA, although the 
effect is not statistically significant. Meanwhile, CR and TATO have positive 
coefficients of 0.006230 and 0.189800, respectively, indicating that higher liquidity 
and asset turnover tend to increase ROA. Since two variables in the study have 
probability values exceeding 0.05 and/or have a significant effect on ROA, TATO 
does affect ROA under the REM model used in this study. 

5. Discussion 
Based on the regression results, DER has a negative coefficient of -0.003538 with 

a probability value of 0.6710, indicating that DER has no significant effect on return 
on assets. Therefore, Hypothesis 1, which proposed that DER has a negative and 
significant effect on ROA, is not supported. This finding suggests that both high and 
low levels of debt utilization do not significantly influence the profitability of 
technology sector companies. Although a higher DER theoretically reflects greater 
reliance on debt financing, which may improve profitability by providing additional 
capital for business operations, it also exposes firms to higher financial risk and 
interest expenses that may offset its potential benefits (Siswanto et al., 2022). As a 
result, variations in debt levels do not necessarily lead to changes in ROA. These 
findings are consistent with the studies of Nadia and Apriadi (2025), who found that 
DER has no significant partial effect on ROA, as well as Damayanti et al. (2025), 
who likewise concluded that the DER ratio does not significantly affect ROA. 

The results of this study indicate that the CR does not have a significant effect on 
ROA, as evidenced by a probability value of 0.3448, which exceeds the 5% 
significance level. Thus, Hypothesis 2 is rejected. Although the coefficient is positive, 
suggesting that higher liquidity tends to increase profitability, the effect is not 
statistically significant. This finding implies that a high level of liquidity does not 
necessarily lead to higher profits because a substantial portion of current assets may 
remain idle and not be utilized efficiently in productive activities. According to 
signaling theory, a high current ratio reflects a company’s ability to meet short-term 
obligations and signals financial stability to investors (Tobing  & Batubara, 2026). 
However, excessive liquidity may also indicate that resources are being held in cash 
or other low-yield current assets rather than being invested in growth-generating 
activities. In technology companies, profitability often depends on innovation, digital 
capabilities, and market expansion rather than liquidity alone. These findings are 
consistent with Gamara et al. (2022) and Setiawaningrum et al. (2025), both of whom 
reported that the current ratio does not have a significant effect on return on assets. 

The findings also show that TATO significantly affects return on assets, as 
indicated by a probability value of 0.0002. Therefore, hypothesis 3 is supported, with 
a positive coefficient, indicating that more efficient asset utilization tends to increase 
profitability; this relationship is statistically significant. These results suggest that 
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effective asset utilization automatically leads to higher profits for companies in the 
technology sector. According to signaling theory, a high TATO reflects 
management’s ability to use assets efficiently and generate sales, thereby providing 
a positive signal about operational performance (Harahap et al., 2025). Furthermore, 
TATO measures the effectiveness of a company in converting its assets into revenue 
and profit (Sartono, 2014). Many technology companies allocate significant 
resources to software development, digital infrastructure, and research activities to 
increase revenue. Azzahra and Pangaribuan (2025) support these findings, 
explaining that the higher the TATO, the more effectively a company uses its assets 
to generate sales. This is also consistent with Ramadhan and Nugroho (2025), who 
argue that companies need to improve the effectiveness of their asset turnover to 
achieve maximum profits.  

The simultaneous test results indicate that DER, CR, and TATO together 
significantly affect return on assets. Hypothesis 4 is accepted. These variables 
represent important dimensions of financial performance-namely, capital structure, 
liquidity, and asset utilization efficiency-and their combined effect is sufficient to 
explain profitability in technology companies during the study period. Based on 
signaling theory, these financial ratios provide information regarding a company’s 
financial condition, risk exposure, and operational effectiveness (Dewi & Sembiring, 
2022; Harahap et al., 2025). However, the technology sector is characterized by rapid 
innovation, intensive investment in intangible assets, and dynamic market 
competition, so profitability depends on factors beyond traditional financial ratios.  

6. Conclusion 
This study examined the effect of the debt-to-equity ratio, current ratio, and total 

asset turnover on return on assets in technology sector companies listed on the 
Indonesia Stock Exchange during 2021–2024. The results of the panel data 
regression analysis show that the debt-to-equity ratio and current ratio, individually, 
do not have a significant effect on ROA, whereas TATO has a significant effect on 
ROA. These findings suggest that leverage and asset liquidity are not the primary 
determinants of profitability. Furthermore, simultaneous testing reveals that the 
debt-to-equity ratio, current ratio, and total asset turnover collectively have a 
significant effect on ROA, indicating that profitability in technology companies may 
be driven by factors beyond traditional financial ratios.  

The findings have practical implications for managers and investors in the 
technology sector. Company management should rely on debt management, 
liquidity management, or improving asset turnover to boost profitability. Greater 
attention can also be given to strategic factors such as innovation, digital 
transformation, research and development activities, market expansion, and 
operational competitiveness.  

This study has several limitations. First, it focuses only on technology sector 
companies listed on the IDX and uses a relatively short observation period of four 
years. Second, the model includes only three independent variables, which may not 
fully explain variations in profitability. Therefore, future research is recommended 
to extend the observation period, increase the sample size, and incorporate additional 
variables such as firm size, sales growth, research and development expenditure, 
corporate governance, and innovation intensity to obtain a more comprehensive 
understanding of the determinants of profitability in technology companies. 
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