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INTRODUCTION

The capital market is one of the main pillars of the modern financial
system, serving as a means of allocating funds from parties with surplus funds
to those requiring funds to finance productive investments (Suputra et al., 2023).
In Indonesia, the capital market plays a strategic role in supporting the national
economy because it serves as an instrument for companies to obtain long-term
financing while also providing alternative investment opportunities for the
public. For investors, investment decisions are not solely based on potential
returns, but also on the level of risk that must be borne. Both aspects are reflected
in stock price movements, which are influenced by company performance,
company prospects, and the information received by investors. Therefore, stock
price stability is an important aspect that needs to be considered in investment
decision-making.

One indicator that can describe the level of uncertainty and investment
risk is stock price volatility. Volatility indicates the magnitude of changes in stock
prices over a certain period, where a high level of volatility reflects greater
uncertainty regarding stock price movements. Such changes may be influenced
by differences in investor expectations, investment strategies, and market
responses to various information circulating in the market. Thus, stock price
volatility not only serves as an indicator of risk for investors but can also be used
to assess the overall stability of the capital market.

The phenomenon of capital market volatility in Indonesia can be observed
through the movement of the Indonesia Composite Index (IHSG) during the
2020-2024 period. Based on data from the Indonesia Stock Exchange, the IHSG
declined by 5.09% in 2020 due to the COVID-19 pandemic, before increasing by
10.08% in 2021 in line with the economic recovery process. The IHSG increased
again by 4.09% in 2022 and 6.16% in 2023, before experiencing a correction of
2.65% in 2024 (IDX, 2025). These fluctuations indicate that the Indonesian capital
market remains sensitive to various external dynamics, such as global economic
conditions, interest rate policies, and geopolitical tensions. High volatility is an
important concern because it can increase uncertainty and the risk of investor
losses and potentially encourage capital flight toward markets perceived as more
stable (Rosihan et al., 2022). For companies, extreme volatility may also reduce
market value and complicate long-term financial planning, particularly in
maintaining the cost of equity and obtaining external financing (Gupta et al.,
2024). Meanwhile, uncontrolled volatility may also concern regulators because it
has the potential to affect financial system stability (Bank Indonesia, 2023).

In this context, the banking sector is one of the sectors of particular interest
for examination. This sector makes a substantial contribution to the market
capitalization of the Indonesia Stock Exchange while also serving as one of the
anchors of national financial system stability. Based on Indonesia Stock Exchange
data for 2022, the financial sector, which is dominated by the banking industry,
had a market capitalization of IDR 3,390 trillion, or 35.7% of total market
capitalization, considerably higher than the energy sector at 15.0% and the
primary consumer goods sector at 12.1%. The dominant market capitalization of
the banking sector indicates that changes in stock prices in this sector have the
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potential to exert a substantial impact on overall capital market conditions. In
addition, banking stocks are relatively sensitive to changes in macroeconomic
conditions, including interest rates, inflation, and monetary policy. Changes in
interest rate policy, for example, can be quickly reflected in market responses
through changes in expectations regarding net interest margins and banking
profitability (Ananda & Santoso, 2022).

The highly regulated nature of the banking sector also makes the quality
of governance, risk management, and compliance important aspects for
investors. As intermediary institutions that collect funds from the public and
redistribute them in the form of financing, banks are required to apply prudential
banking principles through good corporate governance, effective risk
management, and compliance with regulations established by the Financial
Services Authority (OJK) and Bank Indonesia. In recent years, attention to
Governance, Risk, and Compliance (GRC) has increased, as reflected in the
broader disclosure of information concerning governance, risk management, and
compliance in annual and sustainability reports. Governance relates to
governance structures and oversight mechanisms, risk relates to a company's
ability to identify and manage risks, while compliance relates to adherence to
applicable regulations, standards, and policies (Marpaung & Fathonah, 2024).

GRC disclosure can be viewed as a form of information used by investors
to assess a company's condition and prospects. GRC represents an integrated
approach that combines governance, risk management, and compliance within
an organization (Stiawan, 2026). Based on Signaling Theory introduced by
Spence (1973), information disclosed by companies can function as a signal to
reduce information asymmetry between management and investors. Adequate
disclosure of governance, risk management, and compliance can provide a
positive signal regarding the quality of corporate management, enhance investor
confidence, and ultimately reduce speculative trading activities, thereby
potentially lowering stock price volatility (Harimbawa & Sulindawati, 2022).

However, empirical evidence regarding the relationship between GRC
and stock price movements remains inconsistent. Gagnon et al. (2019) show that
effective governance and risk management can reduce stock price fluctuations in
financial sector companies, while Sherif et al. (2024) find that better compliance
with GRC principles is associated with lower market risk. In contrast, Sari &
Zaitul (2024) find that GRC disclosure has no significant effect on firm value.
These differences in findings indicate that the relationship between GRC
disclosure and market responses requires further examination, particularly in the
banking sector.

In addition to GRC disclosure, dividend policy is corporate information
that may influence investor perceptions and stock price volatility. Dividend
policy reflects management's decision to balance the interests of distributing
profits to shareholders and the company's need for reinvestment. From the
perspective of Signaling Theory, dividend payments can be viewed as a signal
regarding the company's financial condition and future prospects (Al-Hiyari et
al., 2024). Relatively high dividend payments may be interpreted as an indication
that the company has strong cash flows and sound financial conditions (Wahyuni
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& Artati, 2023). Such signals can increase investor confidence and reduce
uncertainty, ultimately potentially lowering stock price volatility.

Nevertheless, studies examining the relationship between dividend policy
and stock price volatility have also produced mixed results. Khairunisa & Nazir
(2022) find that the dividend payout ratio has a negative and significant effect on
stock price volatility in manufacturing companies in Indonesia. Cahyawati &
Miftah (2022) also show that dividend yield contributes to stock price stability in
banking sector companies. However, Wahyuni & Artati (2023) find no significant
effect of dividend policy on stock price volatility. These differences indicate that
market responses to dividend policy are not always uniform and may be
influenced by the credibility of the information received by investors and by
company characteristics.

This condition highlights the importance of considering factors that may
strengthen or weaken investor responses to corporate information. In this study,
audit opinion is used as a moderating variable because it represents an
independent auditor's assessment of the fairness of financial statement
presentation. An audit opinion can enhance the credibility of information
disclosed by a company, making signals arising from GRC disclosure and
dividend policy more trustworthy to investors. Financial statements themselves
are one of the primary media through which companies communicate
information regarding their financial condition, performance, and business
prospects to stakeholders. Therefore, an audit opinion can serve as an additional
signal that helps investors assess the credibility of such information (Barr-
Pulliam et al., 2026).

In relation to GRC, a positive audit opinion may strengthen the credibility
of corporate information because it provides an independent assessment of the
fairness of financial statement presentation. In conducting an audit, auditors
focus on the fairness of the presentation and disclosure of financial statements
(Sanjaya et al., 2025). The combination of sound GRC disclosure and a positive
audit opinion has the potential to generate a stronger signal for investors, thereby
reducing uncertainty and stock price volatility. Similarly, an audit opinion may
strengthen the credibility of dividend policy because dividends are related to
company profits, which constitute part of the audited financial information.
When a company receives an unqualified opinion, investor confidence in the
validity of the financial information underlying dividend distribution may
increase.

However, empirical evidence regarding the role of audit opinion in
influencing market responses also remains mixed. Supriati et al. (2021) find that
audit opinion has a negative and significant effect on stock prices, whereas
Abdurohman & Indra (2024) find a positive and significant effect. These
differences indicate that market responses to audit opinions may vary according
to company characteristics and research contexts. On the other hand, previous
studies on GRC have primarily examined its effects on firm value or financial
performance, while studies specifically linking governance disclosure, risk
disclosure, and compliance disclosure to stock price volatility remain relatively
limited. In addition, previous studies have tended to treat GRC as a single
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construct, resulting in limited research examining its three components
separately.

Based on these gaps, this study offers novelty by analyzing governance
disclosure, risk disclosure, and compliance disclosure as separate independent
variables, thereby determining whether each GRC dimension generates a
different response in relation to stock price volatility. This study also
incorporates dividend policy into the research model and positions audit opinion
as a moderating variable to examine whether the credibility of financial
information strengthens or weakens the relationships between each GRC
component and dividend policy and stock price volatility. This approach is
particularly relevant in the banking sector, which is characterized by a high
degree of regulation, substantial risk exposure, and a significant contribution to
the Indonesian capital market.

Accordingly, this study aims to analyze the effects of governance
disclosure, risk disclosure, compliance disclosure, and dividend policy on stock
price volatility, with audit opinion as a moderating variable, among banking
sector companies listed on the Indonesia Stock Exchange during the 2020-2024
period. This study is expected to enrich the literature on the determinants of stock
price volatility by integrating aspects of GRC disclosure, dividend policy, and
information credibility through audit opinion, while also providing implications
for companies and investors in improving information quality and investment
decision-making.

THEORETICAL REVIEW
Signaling Theory

Signaling Theory explains that companies communicate information to
external parties as signals to reduce information asymmetry. In the context of the
capital market, disclosures regarding governance, risk, compliance, dividend
policy, and audit opinion can serve as signals for investors in assessing a
company’s condition and prospects (Andayani & Werastuti, 2023). Transparent
GRC disclosure and stable dividend policies can provide positive signals that
enhance investor confidence and reduce uncertainty. Meanwhile, an audit
opinion serves as external verification that can strengthen the credibility of such
information.

Gowvernance Disclosure and Stock Price Volatility

Governance disclosure provides information regarding corporate
governance mechanisms, such as board structure, audit committees, and the
transparency of management policies (Goh et al., 2022). Based on Signaling
Theory, good governance disclosure can reduce information asymmetry and
enhance investor confidence, thereby limiting speculative reactions and stock
price volatility. Gagnon et al. (2019) and Hasanah et al. (2024) found that better
governance and disclosure are associated with lower stock price volatility.
Therefore:
Hi: Governance disclosure has a negative effect on stock price volatility
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Risk Disclosure and Stock Price Volatility

Risk disclosure provides information regarding a company’s financial,
operational, and strategic risks. Transparent risk disclosure helps investors assess
risks more accurately and reduces information uncertainty. Kassamany (2023)
found that the quality of risk disclosure has a negative effect on stock price
volatility, while Su et al. (2023) showed that risk disclosure can reduce the risk of
stock price crashes. Therefore:
Hb: Risk disclosure has a negative effect on stock price volatility

Compliance Disclosure and Stock Price Volatility

Compliance disclosure indicates a company’s compliance with laws,
regulations, accounting standards, and internal policies. Compliance disclosure
can provide a positive signal regarding the company’s lower legal and
reputational risks. Kurniawan & Husodo (2023) and Murata & Hamori (2021)
demonstrate that transparency regarding ESG and compliance is associated with
lower market risk and stock price crash risk. Therefore:
Hjs: Compliance disclosure has a negative effect on stock price volatility

Dividend Policy and Stock Price Volatility

Dividend policy serves as a signal of a company’s financial condition and
future prospects. Stable or increasing dividends can enhance investor confidence
and reduce market uncertainty. Khairunisa & Nazir (2022) found that dividend
policy has a negative effect on stock price volatility. Therefore:
Ha: Dividend policy has a negative effect on stock price volatility

Moderation of Audit Opinions

Audit opinion is a means of communication through which auditors
express their opinion regarding the fairness of a company’s financial statements
to users of the financial statements (Stiawan, 2025a). An audit opinion provides
external verification of the credibility of a company’s financial information. The
role of audit opinion is crucial because financial statements are often used as a
basis for investment decisions (Stiawan, 2025b). An unmodified opinion can
strengthen investor confidence in the signals conveyed through governance
disclosure, risk disclosure, compliance disclosure, and dividend policy.
Conversely, a modified opinion may reduce the credibility of these signals.
Studies by El Badlaoui & Cherqaoui (2023), Majeed et al. (2023), Bhuiyan et al.
(2024), and Stiawan et al. (2025) support the importance of audit information in
shaping market responses. Therefore, audit opinion is expected to strengthen the
negative effects of each of these variables on stock price volatility.
Hs: Audit opinion strengthens the negative effect of governance disclosure on
stock price volatility
He: Audit opinion strengthens the negative effect of risk disclosure on stock price
volatility
H7: Audit opinion strengthens the negative effect of compliance disclosure on
stock price volatility
Hs: Audit opinion strengthens the negative effect of dividend policy on stock
price volatility
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METHODOLOGY

This study employs a quantitative approach with an associative research
design to analyze the effects of governance disclosure, risk disclosure,
compliance disclosure, and dividend policy on stock price volatility, as well as to
examine the role of audit opinion as a moderating variable. The research objects
are banking sector companies listed on the Indonesia Stock Exchange during the
2020-2024 period. The banking sector was selected based on its industry
characteristics, which include stringent regulation, a relatively structured
governance framework, and an important role in the Indonesian capital market.

The research population consists of 47 banking sector companies listed on
the IDX during the observation period. The sample was determined using a
purposive sampling technique based on the following criteria: (1) banking sector
companies listed consecutively during 2020-2024; (2) companies providing
complete data and information required for the study; and (3) companies
consistently distributing dividends throughout the observation period. Based on
these criteria, 10 companies were selected, resulting in 50 observations over the
five-year observation period. The criterion of consistent dividend distribution
was applied to ensure that the measurement of dividend policy using the
Dividend Payout Ratio consistently represents the company’s profit distribution
policy.

The data used in this study consist of quantitative secondary data obtained
through the documentation of annual reports, sustainability reports, and
financial statements of the sampled companies, as well as stock price data
required to measure stock price volatility. Data collection was conducted by
accessing company documents through the IDX, after which the relevant
information was tabulated according to the requirements of each research
variable.

Table 1. Measurement of variables

Variable Measurement/Indicator Formula
Stock Price Stock price changes based on high and low PV = (Hit - Lit) /
Volatility prices [(Hit + Lit)/2]
Governance  The governance disclosure index is based GD = X disclosed
Disclosure on GRI Standard 102. Each item is items / total

assigned a score of 1 if disclosed and 0 if indicators
not. A total of 56 items are used as

indicators
Risk The risk disclosure index is based on ISO RD = X disclosed
Disclosure 31000 principles. Each item is assigned a items / total

score of 1 if disclosed and 0 if not. It indicators
comprises 11 indicators
Compliance ~ Compliance disclosure index based on CD = Z disclosed
Disclosure ISO 37301 principles. Each item is items / total
assigned a score of 1 if disclosed and 0 if indicators
not

3841



Suartika, Stiawan

Variable Measurement/Indicator Formula
Dividend The Dividend Payout Ratio (DPR) DPR = Dividend
Policy indicates the proportion of net profit per Share /

distributed to shareholders Earnings per
Share
Audit Dummy variable based on the type of 1= Unqualified
Opinion audit opinion Opinion; 0 =
Other than
Unqualified
Opinion

Subsequently, data analysis was conducted using panel data regression
with the Moderated Regression Analysis (MRA) approach, utilizing STATA
software. Panel data regression was employed because the research data
combines firm-level dimensions (cross-section) and observation years (time
series). The estimation model was selected through the Chow Test, Hausman
Test, and Lagrange Multiplier (LM) Test to determine whether to use the
Common Effect Model (CEM), Fixed Effect Model (FEM), or Random Effect
Model (REM). The MRA model was used to examine both the direct effects of the
independent variables and the interaction effects between the audit opinion and
each independent variable. The research model is formulated as follows:

Y = a+ PiXa + PaXo+ BsXs + PaXa + P1X1.Z + PoXo.Z + B3X3.Z + PaXeZ + e .. 1)

RESULTS

This study utilizes 50 observations from 10 banking sector companies listed
on the Indonesia Stock Exchange during the 2020-2024 period. Descriptive
statistics are employed to provide an overview of data characteristics through
minimum, maximum, mean, and standard deviation values. The descriptive
statistics results are presented in Table 2.

Table 2. Descriptive statistical test results

Variable Obs Mean Std.Dev. Min Max
Stock Price Volatility 50 0.383 0.127 0.166  0.689
Governance Disclosure 50 0.416 0.029 0.357 0.482
Risk Disclosure 50 0.539 0.103 0.357 0.736
Compliance Disclosure 50 0.540 0.088 0.400 0.700
Dividend Policy 50 0.461 0.130 0221 0.784
Audit Opinion 50 — — 0.000 1.000

Source: Processed data (2026), STATA output

Based on Table 2, stock price volatility has a mean value of 0.383 with a
standard deviation of 0.127. These figures indicate variation in stock price
volatility across companies during the observation period. Governance
disclosure has a mean of 0.416 with a standard deviation of 0.029, indicating a
relatively homogeneous level of governance disclosure. Meanwhile, risk
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disclosure has a mean of 0.539 and compliance disclosure is 0.540, showing that
the sample companies have generally disclosed more than half of the indicators
used to measure these two variables. Dividend policy, proxied by the Dividend
Payout Ratio (DPR), has a mean of 0.461, meaning the sample companies
distribute, on average, approximately 46.1% of their net income as dividends. The
audit opinion variable has a minimum value of 0 and a maximum of 1; out of 50
observations, 25 received an Unqualified Opinion (WTP) and 25 received a
Qualified Opinion (WDP).

Regression analysis was conducted using panel data. Model selection was
performed via the Chow Test, Hausman Test, and Lagrange Multiplier (LM) Test.
The Chow Test yielded a Prob > F value of 0.0724, while the Hausman Test
yielded a Prob > Chi-square of 0.0454. Furthermore, the LM Test yielded a Prob
> chibar? of 0.1028. Based on the final model selection results, the Common Effect
Model (CEM) was used as the estimation model for hypothesis testing. The
results of the model selection and assumption tests are summarized in Table 3
below.

Table 3. Model Selection and Assumption Test Results

Test Statistics Probability Conclusion

Chow test F=1.63 0.0724 CEM

Hausman test x> =9.724 0.0454 FEM

LM test Chibar? =1.86 0.1028 CEM

Normality Adj. x>=2.58 0.2758 Normal

Multicollinearity Highest VIF =1.91 — Multicollinearity
is not present

Heteroskedasticity —x?>=3.16 0.0755 Heteroskedasticity
is not present

Autocorrelation F=2611 0.1406 No
autocorrelation
occurs

Source: Processed data (2026), STATA output

Assumption testing results indicate that the model meets the requirements
for use in regression analysis. The normality test yielded a Prob > Chi-square
value of 0.2758 (greater than 0.05), indicating that the residuals are normally
distributed. All variables also exhibited VIF values below 10 —with a maximum
value of 1.91 —meaning no signs of multicollinearity were detected. Furthermore,
the heteroskedasticity test yielded a probability of 0.0755 (> 0.05), and the
autocorrelation test yielded a probability of 0.1406 (> 0.05). Thus, the model
shows no issues with heteroskedasticity or autocorrelation.

Subsequently, hypothesis testing was conducted using panel data
regression with a Moderated Regression Analysis (MRA) approach. The analysis
distinguished between the direct effect of the independent variables on stock
price volatility and the interaction effect of the audit opinion acting as a
moderating variable.
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Table 4. Hypothesis Testing Results

Hypothesis = Connection  Coefficient statti-stic vali;e Conclusion
H1 GD — VS -0.134 -0.25 0.805  Rejected
H2 RD — VS -0.456 -312  0.003  Accepted
H3 CD — VS -0.132 -0.70  0.487  Rejected
H4 KD — VS -0.452 -3.68 0.001  Accepted
H5 GD x OA — VS -1.738 -1.31 0190  Rejected
H6 RD x OA — VS -1.873 -1.64 0108  Rejected
H7 CD x OA — VS 3.154 126  0.215 Rejected
HS8 KD x OA — VS -4.589 -2.35 0.023  Accepted

Source: Processed data (2026), STATA output

The results regarding direct effects indicate that governance disclosure
does not have a significant impact on stock price volatility. The coefficient of -
0.134 suggests a negative relationship, but the probability value of 0.805 (> 0.05)
indicates that the effect is not significant; thus, H1 is rejected.

In contrast to governance disclosure, risk disclosure has a significant
negative impact on stock price volatility. A coefficient of -0.456 with a probability
of 0.003 (< 0.05) indicates that higher risk disclosure is associated with lower
stock price volatility; thus, H2 is accepted.

Furthermore, compliance disclosure does not significantly affect stock
price volatility. A coefficient of -0.132 with a probability of 0.487 (> 0.05) indicates
that increased compliance disclosure does not significantly explain changes in
stock price volatility; thus, H3 is rejected.

Meanwhile, dividend policy has a significant negative impact on stock
price volatility, as evidenced by a coefficient of -0.452 and a probability of 0.001
(< 0.05). These results indicate that a higher proportion of earnings distributed as
dividends leads to lower stock price volatility; thus, H4 is accepted.

Moderation testing reveals that audit opinion does not moderate the effect
of governance disclosure on stock price volatility. This is indicated by the
probability value for the GDxOA interaction (0.190 > 0.05); thus, H5 is rejected.
Similarly, the interaction between risk disclosure and audit opinion yielded a
probability of 0.108 (> 0.05), indicating that audit opinion does not moderate the
relationship between risk disclosure and stock price volatility; thus, H6 is
rejected.

Regarding the relationship between compliance disclosure and stock price
volatility, the interaction with audit opinion yielded a coefficient of 3.154 with a
probability of 0.215 (> 0.05). These results indicate that audit opinion neither
strengthens nor weakens the effect of compliance disclosure on stock price
volatility; thus, H7 is rejected.

Conversely, the audit opinion was found to moderate the effect of
dividend policy on stock price volatility. The interaction term (KDxOA) yielded
a coefficient of -4.589 with a probability of 0.023 (p < 0.05). The negative
coefficient indicates that an unqualified audit opinion strengthens the negative
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relationship between dividend policy and stock price volatility. Thus, H8 is
accepted.

DISCUSSION

The research findings indicate that not all corporate information has the
same signaling power for investors. From the perspective of Signaling Theory,
corporate information can reduce information asymmetry and uncertainty;
however, its effectiveness depends on its relevance, information content, and
credibility. The findings indicate that risk disclosure and dividend policy are more
capable of influencing stock price volatility, whereas governance disclosure and
compliance disclosure have not yet become sufficiently strong information for
investors.

Governance disclosure has no significant effect on stock price volatility.
Although governance disclosure can theoretically enhance transparency and
investor confidence, such information in banking companies tends to be
normative, formal, and related to regulatory compliance. Consequently, investors
do not necessarily perceive it as new information capable of changing market
expectations. This finding is consistent with Xu (2024) and Sherif et al. (2024), who
indicate that governance is not always a primary determinant of stock price
movements because investors tend to pay greater attention to company
fundamentals and prospects.

In contrast, risk disclosure has a significant effect on stock price volatility.
Risk disclosure contains more direct informational value because it helps investors
understand uncertainty, risk exposure, and the company's ability to manage such
risks. This is particularly relevant in the banking sector, which is characterized by
complex risk profiles. Risk transparency can improve information quality, build
investor confidence, and help investors form more rational expectations. This
finding is consistent with Oehler & Neuss (2025) and Kim et al. (2023), who
demonstrate that transparency and risk communication can enhance investor
confidence and reduce market uncertainty.

Meanwhile, compliance disclosure has no significant effect on stock price
volatility. Although, theoretically, compliance disclosure represents a positive
signal of a company's commitment to regulatory requirements, such information
in the banking sector tends to constitute mandatory disclosure. Since investors
already anticipate that companies are required to comply with regulatory
provisions, compliance information has relatively limited incremental information
content. This finding is consistent with Elshandidy et al. (2022) and Ardianto &
Sukardi (2024), who indicate that compliance disclosure does not always generate
a market response because it is more likely to be perceived as a reporting
obligation.

In contrast to these two forms of disclosure, dividend policy has a
significant effect on stock price volatility. Based on Signaling Theory, dividends
provide a signal regarding the company's ability to generate profits and maintain
future cash flows. A consistent dividend policy provides greater certainty of
returns, thereby enhancing investor confidence and reducing market uncertainty.
This finding is consistent with Cao (2023), Wahyuni & Artati (2023), and
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Cahyawati & Miftah (2022), who demonstrate that dividend policy is associated
with stock price stability and positive investor perceptions.

Furthermore, the moderation results indicate that audit opinion does not
strengthen the effect of governance disclosure on stock price volatility. Although
audit opinion can theoretically enhance the credibility of information, the scope of
an audit opinion focuses on the fairness of financial statements and does not
specifically assess the quality of corporate governance. Therefore, investors may
not necessarily associate audit opinion with the quality of governance disclosure.
This finding is consistent with Xu (2024) and Sherif et al. (2024), who indicate that
governance information does not always receive a strong market response.

Audit opinion also does not moderate the effect of risk disclosure on stock
price volatility. Although audit opinion can enhance information credibility,
investors in the banking context require substantive information regarding risk
exposure and risk management rather than merely validation of financial
statements. In addition, an audit opinion does not provide comprehensive
validation of all risk-related information disclosed by a company. This finding is
consistent with Majeed et al. (2023) and Bhuiyan et al. (2024), who demonstrate the
importance of audit quality for investors' risk perceptions, but this does not
necessarily mean that audit opinion strengthens all non-financial information.

Similarly, audit opinion does not moderate the effect of compliance
disclosure on stock price volatility. This condition occurs because compliance
disclosure itself has not become sufficiently relevant information for investors,
while an audit opinion does not specifically provide an assessment of the
effectiveness of a company's compliance implementation. This finding supports
Wang et al. (2023) and Itan et al. (2025), who demonstrate that compliance
information does not always influence market responses.

In contrast, audit opinion is able to moderate the effect of dividend policy
on stock price volatility. This finding can be explained through the concept of signal
reinforcement within Signaling Theory. Dividend policy provides an economic
signal regarding the company's condition and prospects, while an unmodified
audit opinion provides external credibility to the financial information underlying
dividend distribution. The combination of these two elements makes the dividend
signal more credible, reduces information asymmetry and uncertainty, and
encourages a more stable investor response. Thus, audit opinion does not function
as a universal enhancer of all corporate information but becomes more effective
when combined with information that has direct economic consequences for
investors.

Overall, the findings confirm that the strength of corporate signals is
determined not only by the amount of information disclosed but also by its
economic relevance and credibility to investors. Risk disclosure and dividend
policy represent information that generates a more responsive market reaction,
whereas governance disclosure and compliance disclosure tend to be less
informative due to their formal and regulatory characteristics. Audit opinion is
also not proven to moderate all relationships but is able to strengthen the signal
conveyed by dividend policy because the two provide complementary
information to investors.
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CONCLUSIONS AND RECOMMENDATIONS

This study demonstrates that not all GRC information has the same
signaling power in the market. Governance disclosure and compliance disclosure
have no significant effect on stock price volatility, whereas risk disclosure and
dividend policy contribute to reducing stock price volatility. Audit opinion does
not moderate the relationships between governance disclosure, risk disclosure,
and compliance disclosure and stock price volatility, but it is able to strengthen the
effect of dividend policy on stock price volatility. These findings confirm that
investors are more responsive to information directly related to risk and economic
benefits, while audit opinion strengthens the signal when combined with financial
information that is relevant to investors.

Banking companies are advised to improve the quality and relevance of risk
disclosure, rather than merely fulfilling formal compliance requirements, and to
maintain a consistent dividend policy to enhance investor confidence. For
investors, risk information and dividend policy can serve as important
considerations when assessing stock stability.

FURTHER STUDY

This study has several limitations. First, the study only examines
companies in the banking sector over the 2020-2024 observation period;
therefore, the findings may not be generalizable to other industrial sectors.
Second, the measurement of governance disclosure, risk disclosure, and
compliance disclosure uses disclosure indices based on content analysis, which
may involve subjectivity in the identification and assessment of disclosure items.
Third, the study only uses audit opinion as a moderating variable and therefore
does not consider other audit characteristics that may influence investor
responses. Fourth, stock price volatility may be affected by various external and
fundamental factors that are not fully incorporated into the research model.

Future studies are recommended to expand the research objects to other
industrial sectors and extend the observation period so that the findings have
broader generalizability. Future research may also employ more objective
disclosure measurement approaches, such as text analysis or machine learning,
to reduce the potential subjectivity associated with content analysis. In addition,
future studies could incorporate audit characteristics such as audit quality, audit
firm size, audit tenure, or audit report lag, as well as fundamental and
macroeconomic factors as additional variables, to obtain a more comprehensive
understanding of stock price volatility.
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