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 The impact of the quality of financial statements on investment 

decision-making is a crucial area of research in the realm of finance. 

This descriptive study investigates this relationship in the banking 

sector of West Java, Indonesia. The research employs a combination of 

quantitative and qualitative methods, analyzing financial statements 

from selected banks and conducting surveys and interviews with 

investment decision-makers. The findings reveal that the majority of 

banks demonstrate consistent adherence to accounting principles, 

ensuring accurate and relevant financial information. However, 

concerns regarding the timeliness of financial reporting and 

comparability of financial statements were identified. Investment 

decision-makers emphasize the importance of financial statement 

quality in their evaluations, highlighting its role in building confidence 

and trust. High-quality financial reporting positively influences 

investment attractiveness. The study's implications suggest that 

enhancing financial statement quality can lead to improved investor 

confidence, reduced cost of capital, and increased transparency in the 

investment landscape. Future research can explore other sectors and 

regions, providing a more comprehensive understanding of this crucial 

relationship. 
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1. INTRODUCTION 

In today's dynamic and 

interconnected financial markets, investment 

decisions play a critical role in driving 

economic growth and maintaining stability 

[1], [2]. For investors, making informed and 

prudent choices is critical to achieving their 

financial goals [3], [4]. The information 

available to them is mainly sourced from 

financial statements, which serve as an 

important tool to assess the financial health 

and performance of companies, including 

those in the banking sector [5]. The quality of 

financial statements, in turn, is critical in 

providing accurate and reliable information to 

investors [6], [7]. 

The banking sector is an important 

pillar in the economy, and its stability is 

critical to maintaining public trust and 

confidence. Accurate and transparent 

financial reporting is essential for banks, not 

only to fulfill regulatory requirements but also 

to attract potential investors. High-quality 

financial reports can assist investors in 

evaluating the risks and rewards associated 

with investing in a particular bank. Therefore, 

understanding the impact of financial 
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statement quality on investment decision-

making in the banking sector is important for 

financial institutions and potential investors 

[8], [9]. 

The quality of financial statements 

plays a crucial role in investment decision-

making. High-quality financial statements 

provide investors with accurate and reliable 

information, enabling them to make informed 

decisions about their investments. Several 

factors contribute to the quality of financial 

statements, including corporate social 

responsibility (CSR) reporting, corporate 

governance practices, and adherence to 

International Financial Reporting Standards 

(IFRS) [10]–[12]. CSR reporting has been 

found to have a significant effect on 

investment decisions, with companies that 

have higher levels of CSR reporting investing 

more effectively than those with lower levels 

[10]. Furthermore, the relationship between 

CSR reporting and investment decisions is 

influenced by corporate governance practices 

[10]. In the context of the Saudi market, for 

example, research has shown that CSR 

involvement and corporate governance 

mechanisms play an important role in 

enhancing corporate investment decisions 

[10]. 

Financial performance is another 

factor that investors consider when making 

investment decisions [11]. Financial 

statements, which are a reflection of a 

company's financial performance, provide 

essential information for investors to assess a 

company's performance and make informed 

decisions [11]. Factors such as leverage, firm 

age, liquidity, firm size, managerial 

ownership, and blockholder ownership can 

affect financial performance [11]. Financial 

statement fraud is a significant concern for 

investors, as it can lead to long-term 

detrimental effects for all parties involved, 

including investors, stakeholders, the 

company, and the public [13]. Ensuring 

transparent and non-manipulative financial 

statements is crucial for maintaining investor 

confidence and minimizing financial 

statement fraud [13]. Investors also pay 

attention to financial indicators related to 

share prices, such as earnings per share (EPS) 

and dividend per share (DPS) [14]. Publicly 

traded companies should monitor and 

publish a list of the main financial indicators 

that investors focus on to improve the 

credibility of their performance [14]. 

In conclusion, the quality of financial 

statements is essential for investment 

decision-making. Factors such as CSR 

reporting, corporate governance practices, 

financial performance, and adherence to 

international standards contribute to the 

quality of financial statements. Investors rely 

on accurate and reliable financial information 

to make informed decisions about their 

investments, and companies should strive to 

maintain high-quality financial reporting to 

attract and retain investors. 

Despite the recognized importance of 

financial statements in investment decision-

making, the extent to which financial 

statement quality influences investment 

choices in the banking sector remains an 

interesting subject of research. Although 

several studies have explored the relationship 

between financial statement quality and 

investment decisions in general, there are still 

few studies that specifically focus on the 

context of the banking sector, particularly in 

the West Java region. Therefore, this study 

seeks to address this gap and explain the 

impact of financial statement quality on 

investment decision-making in the West Java 

banking sector. The main objective of this 

study is to examine the impact of financial 

statement quality on investment decision-

making in the West Java banking sector. 

Through a descriptive research approach, this 

study aims to assess the accuracy, reliability, 

and relevance of financial information 

provided by banks in West Java, as well as 

how such information affects investment 

decisions made by potential investors and 

stakeholders. 

2. LITERATURE REVIEW 
2.1 Concept of Financial Statement 

Quality 

Financial statements are 

important documents that provide an 

overall picture of the company's 

performance and financial position. 
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The quality of financial statements 

refers to the extent to which the 

information presented in those 

statements accurately reflects the 

entity's underlying financial 

transactions and economic events 

[15]–[17]. High-quality financial 

statements are characterized by 

relevance, reliability, comparability 

and understandability. Relevance 

ensures that the information is useful 

for decision making, while reliability 

ensures that the information is free 

from material error or bias. 

Comparability allows users to make 

meaningful comparisons between 

companies or periods, and 

understandability ensures that 

information is presented in a clear 

and concise manner [18]–[21]. 

2.2 Factors Affecting the Quality of 

Financial Statements 

The quality of financial 

statements can be affected by various 

internal and external factors. Internal 

factors include management 

integrity, accounting policies, internal 

controls, and the competence of 

financial reporting personnel [6], [22]. 

On the other hand, external factors 

consist of the regulatory 

environment, accounting standards, 

and auditing practices. Ensuring the 

accuracy and completeness of 

financial information requires strong 

internal controls and ethical financial 

reporting practices [23], [24]. 

2.3 Impact of Financial Statement 

Quality on Investment Decisions 

Several studies have explored 

the impact of financial statement 

quality on investment decisions 

across different industries and 

regions. High-quality financial 

statements provide reliable and 

relevant information to investors, 

leading to better investment choices. 

Accurate financial reporting increases 

a company's credibility and 

trustworthiness, attracting more 

investors and reducing the cost of 

capital [23], [25]. Conversely, 

unqualified financial reporting can 

lead to incorrect investment 

decisions, increased risk, and 

potential losses for investors [6]. 

2.4 Previous Research in the Banking 

Sector 

Research in the banking 

sector has recognized the importance 

of financial statements in investment 

decision making. Studies have 

investigated the relationship between 

financial statement quality and 

various aspects, including stock price 

performance, investor perceptions, 

and banks' cost of capital [8], [9]. 

While some studies have shown a 

positive correlation between financial 

statement quality and bank 

investment attractiveness, other 

studies have identified challenges in 

assessing financial stability and risk 

due to the complexity of banking [1], 

[2], [26] operations. 

3. METHODS 

This study uses a descriptive research 

approach to investigate the impact of financial 

statement quality on investment decision 

making in the West Java banking sector. 

Descriptive research design is appropriate 

because it allows for systematic data collection 

and analysis to provide a clear and detailed 

picture of the variables under study. Through 

this approach, the researcher aims to gain 

insight into the current state of financial 

statement quality and its influence on 

investment decisions in the region. 

3.1 Secondary Data Collection 

Secondary data collection is 

done by collecting financial 

statements and related reports from 

banks operating in the West Java 

region. These reports were obtained 

from reputable financial databases, 

regulatory filings, and official bank 

websites. The selected data covers a 

specific period, to ensure uniformity 

and comparability across the sample. 

3.2 Primary Data Collection 
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The primary data collection 

process will consist of two main 

methods: surveys and interviews. 

Survey: A structured 

questionnaire was developed to 

collect quantitative data from 

investment decision makers in the 

banking sector. The survey was 

distributed to a sample of 100 

including managers, analysts, and 

other relevant professionals involved 

in investment decisions in banks. The 

questionnaire included questions 

relating to the importance of financial 

reporting quality, factors considered 

during investment evaluation, and 

the perceived impact of financial 

reporting on investment outcomes. 

Interviews: Semi-structured 

interviews were conducted with key 

decision makers, such as the Chief 

Financial Officer (CFO), Chief 

Investment Officer (CIO), and heads 

of investment departments at the 

selected banks. The interviews 

focused on understanding the 

decision-making process, the role of 

financial statements in investment 

appraisal, and the challenges faced in 

interpreting financial information. 

3.3 Sampling Method 

The sampling process will 

involve selecting banks and 

respondents for the survey and 

interviews. 

Banks: A purposive sampling 

method was used to select banks 

operating in West Java. This selection 

considers representation of different 

sizes and types of banks to capture 

diverse financial reporting practices. 

Survey Respondents: The 

survey was of investment decision 

makers in the selected banks, 

including managers and analysts 

involved in investment analysis and 

portfolio management. 

Interview Participants: Key 

decision makers identified as CFOs, 

CIOs, and heads of investment 

departments will be invited to 

participate in interviews. 

3.4 Data Analysis Technique 

The data collected from the 

financial statements are analyzed 

quantitatively using various financial 

ratios and indicators to assess the 

quality of financial reporting in the 

selected banks. Descriptive statistics, 

such as mean, median, and standard 

deviation, will be used to summarize 

the survey data.  

For qualitative data obtained 

from interviews, thematic analysis 

will be conducted to identify patterns, 

recurring themes, and key insights 

regarding the impact of financial 

reporting quality on investment 

decision-making. The integration of 

quantitative and qualitative findings 

provides a comprehensive 

understanding of the research topic. 

4. RESULTS AND DISCUSSION 

Table 1. Descriptive Statistics Results 

Variable Mean Median S.D Min Max 

Profitability (Net Income) $12,500 $11,800 $2,500 $9,200 $15,300 

Liquidity (Current Ratio) 1.56 1,52 0.18 1.30 1.80 

Capital Adequacy (Tier 1 Ratio) 14.2% 14,5% 0.9% 13.0% 15.8% 

Asset Quality (Non-performing Loans Ratio) 2.3% 2.1% 0.6% 1.5% 3.5% 

Efficiency (Cost-to-income Ratio) 45.8% 44.6% 2.4% 42.0% 48.5% 

Timeliness of Financial Reporting (Days) 15 14 3.2 11 20 

Source: Data Processing Results (2023)

A. Financial Statement Quality 

Analysis 

The analysis of the financial 

statements of selected banks in West 

Java provides valuable insights into 

the quality of financial reporting in 
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the banking sector. Several financial 

indicators are used to assess the 

accuracy, relevance, and reliability of 

the information presented in the 

financial statements. These indicators 

include consistency of accounting 

principles, accuracy and 

completeness of financial 

information, timeliness of financial 

reporting, and comparability of 

financial statements between banks. 

The results show that the 

overall quality of financial statements 

in the West Java banking sector is 

relatively high. The majority of banks 

demonstrate consistent adherence to 

accounting principles, ensuring the 

accuracy and relevance of financial 

information. The accuracy and 

completeness of financial data is 

generally satisfactory, with only a few 

minor discrepancies identified. 

However, timeliness 

emerged as an area of concern, with 

some banks experiencing delays in 

releasing their financial statements. In 

addition, while most banks provided 

financial information that was 

comparable across periods, there 

were instances where differences in 

reporting practices prevented easy 

comparisons. 

B. Investment Decision Makers' 

Insights 

Survey responses from 

investment decision makers in the 

banking sector provide valuable 

insights into the factors that influence 

their investment decisions and the 

perceived importance of financial 

statement quality. The results reveal 

that financial statement quality plays 

an important role in the decision-

making process. Respondents 

consistently emphasized the 

importance of accurate and 

transparent financial information in 

evaluating investment opportunities 

and assessing risk. 

Factors such as profitability, 

liquidity and capital adequacy were 

identified as the most significant 

considerations during investment 

evaluation. However, the availability 

of high-quality financial information 

is seen as a fundamental prerequisite 

for effectively analyzing these factors. 

In addition, respondents indicated 

that the quality of financial 

statements influences their 

confidence in making investment 

decisions and plays an important role 

in building trust with potential 

investors. 

4.1 Discussion 

A. Financial Statement Quality and 

Investment Decision 

The findings of this study 

support the existing literature, which 

highlights a positive relationship 

between financial statement quality 

and investment decision making. 

Banks that consistently present 

accurate and reliable financial 

information are perceived as more 

attractive investment opportunities 

by decision makers. These findings 

underscore the importance of 

financial reporting transparency and 

its impact on investor perceptions 

[15]–[17], [27]. 

Areas identified as problems 

with timeliness in financial reporting 

can have implications for investment 

decisions. Late financial reports may 

hamper investors' ability to react 

quickly to changing market 

conditions and may lead to missed 

opportunities or increased 

uncertainty. 

Comparability of financial 

statements is emerging as an 

important aspect for investors, as this 

facilitates meaningful comparisons 

between banks. Ensuring consistency 

in reporting practices is essential for 

investors to make well-informed 

investment choices and accurately 

assess the financial performance of 

banks over time. 
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5. CONCLUSION 

In conclusion, this study 

demonstrates the important role of financial 

statement quality in investment decision 

making in the West Java banking sector. While 

the majority of banks maintain consistent 

adherence to accounting principles and 

provide accurate financial information, issues 

relating to the timeliness and comparability of 

financial statements need attention. 

Investment decision makers emphasize the 

importance of high-quality financial reporting 

in their evaluation, which affects their 

confidence and trust in potential investments. 

Transparent financial information improves 

risk assessment and contributes to more 

accurate investment evaluations. 

The implications of this study 

highlight the need for banks to improve 

financial reporting practices, especially in 

terms of timeliness and comparability. 

Improving the quality of financial reports can 

increase investor confidence, reduce the cost 

of capital, and create a more transparent 

investment environment. Future research 

could explore financial statement quality and 

investment decision-making in other sectors 

and regions, providing a broader 

understanding of this important relationship. 

Insights gained from this research can guide 

policymakers and practitioners in improving 

financial reporting standards and facilitating 

well-informed investment decisions. Overall, 

this study highlights the importance of 

financial statement quality in shaping 

investment choices in the West Java banking 

sector.

REFERENCES 

[1] K. Beg, “Impact of accounting information system on the financial performance of selected FMCG 

companies,” Asian Journal of Applied Science and Technology. ajast.net, 2018. 

[2] J. Courvisanos, “Enterprise Development: Strategic Collaboration for Economics and Business,” Educ. 

Innov. Econ. Bus. VI …, 2002, doi: 10.1007/978-94-017-1390-0_15. 

[3] J. C. Félix and ..., “Training models review and new trends for the 21st Century,” Lidyeth Azucena, Train. 

…, 2018. 

[4] S. L. Shagari, A. Abdullah, and ..., “Accounting information systems effectiveness: Evidence from the 

Nigerian banking sector,” … J. Inf. …, 2017. 

[5] T. Dapp, L. Slomka, D. B. AG, and R. Hoffmann, “Fintech–The digital (r) evolution in the financial 

sector,” Dtsch. Bank Res., vol. 11, pp. 1–39, 2014. 

[6] R. S. Jibril, “The impact of international financial reporting stanadard (IFRS) adoption on accounting 

quality in Nigerian listed money deposit banks,” Appl. Financ. Account., vol. 5, no. 1, pp. 49–57, 2019. 

[7] E. Harb, R. El Khoury, N. Mansour, and R. Daou, “Risk management and bank performance: evidence 

from the MENA region,” J. Financ. Report. Account., 2022. 

[8] O. A. Yahaya, M. J. Yusuf, and I. S. Dania, “International financial reporting standards’ adoption and 

financial statement effects: Evidence from listed deposit money banks in Nigeria,” Res. J. Financ. 

Account., vol. 6, no. 12, pp. 107–122, 2015. 

[9] K. S. Hameedi, Q. A. Al-Fatlawi, M. N. Ali, and ..., “Financial performance reporting, IFRS 

implementation, and accounting information: Evidence from Iraqi banking sector,” The Journal of Asian 

…. researchgate.net, 2021. 

[10] A. Kouaib and I. Amara, “Corporate Social Responsibility Disclosure and Investment Decisions: 

Evidence from Saudi Indexed Companies,” Journal of Risk and Financial Management, vol. 15, no. 11. 2022. 

doi: 10.3390/jrfm15110495. 

[11] T. Deitiana and L. G. Habibuw, “Factors Affecting the Financial Performance of Property Andreal Estate 

Companies Listed at Indonesia Stock Exchange,” Asian Bus. Rev., vol. 5, no. 2 SE-Articles, pp. 79–88, 

Aug. 2015, doi: 10.18034/abr.v5i2.58. 

[12] A. A. Olayinka, “Financial statement analysis as a tool for investment decisions and assessment of 

companies’ performance,” Int. J. Financ. Accounting, Manag., vol. 4, no. 1, pp. 49–66, 2022, doi: 

10.35912/ijfam.v4i1.852. 

[13] K. Fuad, A. B. Lestari, and R. T. Handayani, “Fraud Pentagon as a Measurement Tool for Detecting 

Financial Statements Fraud,” vol. 115, no. Insyma, pp. 85–88, 2020, doi: 10.2991/aebmr.k.200127.017. 

[14] R. Vaidya, “Role of Accounting Information in Making Share Investment Decisions: A Survey of 



The Es Accounting and Finance (ESAF)              

Vol. 1, No. 03, July 2023: pp. 169~175 

 

175 

Investors in Nepalese Stock Market,” J. Bus. Soc. Sci. Res., vol. 6, no. 1, pp. 63–76, 2021, doi: 

10.3126/jbssr.v6i1.38129. 

[15] A. Ö. Çalişkan, “How accounting and accountants may contribute in sustainability?,” Soc. Responsib. J., 

2014, doi: 10.1108/SRJ-04-2012-0049. 

[16] P. M. Rikhardsson, “Information systems for corporate environmental management accounting and 

performance measurement,” Greener Manag. Int., 1998. 

[17] A. Kwarteng and F. Aveh, “Empirical examination of organizational culture on accounting information 

system and corporate performance: Evidence from a developing country perspective,” Meditari Account. 

Res., 2018, doi: 10.1108/MEDAR-01-2018-0264. 

[18] L. Cañibano, M. Garcia-Ayuso, and ..., “Accounting for intangibles: a literature review,” Journal of 

Accounting …. researchgate.net, 2000. 

[19] M. Kvekšienė, L. Striaukaitė, and D. Kuzminskaitė, “Regulation of financial statements of small 

partnerships and micro-enterprises: comparative Analysis,” Soc. Tyrim., vol. 46, no. 1, pp. 8–23, 2023. 

[20] I. W. Widnyana and S. R. Widyawati, “Role of forensic accounting in the diamond model relationship 

to detect the financial statement fraud,” Int. J. Res. Bus. Soc. Sci., vol. 11, no. 6, pp. 402–409, 2022. 

[21] N. Garcia, C. Barros, and F. Alberto, “Maximising ERP capabilities in order to preparate Consolidated 

Financial Statements-a practical application,” in 2022 17th Iberian Conference on Information Systems and 

Technologies (CISTI), 2022, pp. 1–6. 

[22] S. Vishnani, S. Gupta, and H. Gupta, “Convergence of Indian accounting standards to IFRS: impact on 

quality of financial reporting of Indian industries,” Int. J. Manag. Financ. Account., vol. 13, no. 1, pp. 1–

24, 2021. 

[23] S. Cohen and S. Karatzimas, “Accounting information quality and decision-usefulness of governmental 

financial reporting: Moving from cash to modified cash,” Meditari Account. Res., 2017, doi: 

10.1108/MEDAR-10-2015-0070. 

[24] H. Tarighi, Z. N. Hosseiny, M. R. Abbaszadeh, G. Zimon, and D. Haghighat, “How do financial distress 

risk and related party transactions affect financial reporting quality? Empirical evidence from Iran,” 

Risks, vol. 10, no. 3, p. 46, 2022. 

[25] H. Chen, Q. Tang, Y. Jiang, and Z. Lin, “The role of international financial reporting standards in 

accounting quality: Evidence from the European Union,” J. Int. Financ. Manag. Account., vol. 21, no. 3, 

pp. 220–278, 2010. 

[26] J. A. Hendricks, “The impact of human resource accounting information on stock investment decisions: 

An empirical study,” Account. Rev., 1976. 

[27] M. A. Khan and J. Chinnasamy, “Non-financial reporting research in developed and developing 

countries,” Int. Res. J. Bus. Stud., vol. 15, no. 2, pp. 143–165, 2022. 

 


