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Abstract. This study aims to analyze the influence of financial performance on the value of companies in manufacturing companies 

listed on the Indonesia Stock Exchange. Financial performance is an important indicator for investors and management in assessing a 

company's ability to generate profits, maintain liquidity, and manage its funding structure efficiently. A company's value reflects the 

market's perception of its outlook and sustainability, making it an important factor in investment decision-making. This study uses a 

quantitative, explanatory approach. The data used is secondary data obtained from the annual financial statements of manufacturing 

companies published on the Indonesia Stock Exchange and from the companies' official sources. The research sample was selected 

using a purposive sampling technique based on specific criteria. Data analysis was carried out using panel data regression to test the 

influence of financial performance variables on the company's value. Financial performance variables are proxied by profitability, 

liquidity, and leverage ratios, while company value is proxied by Price-to-Book Value (PBV). The results of the research are expected 

to make theoretical contributions to the development of financial management studies, as well as practical contributions for investors, 

company management, and other stakeholders in understanding the factors that affect company value in the Indonesian capital market. 
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I. INTRODUCTION 

Company value is one of the main indicators investors use 

to assess a company's prospects, stability, and ability to create 

prosperity for shareholders. In the capital market, a company's 

value is influenced not only by market sentiment but also by 

its fundamental qualities, especially its financial performance. 

Profitability, liquidity, and capital structure are important 

signals for investors in reading the company's business health 

and future growth potential [1], [2]. 

In Indonesia's economy, the processing industry sector 

remains strategically positioned. BPS noted that Indonesia's 

economy in 2023 reached IDR 20,892.4 trillion, rose to IDR 

22,139.0 trillion in 2024, and increased further to IDR 

23,821.1 trillion in 2025. At the same time, the processing 

industry remains the dominant sector, accounting for 18.67% 

of GDP in 2023 and 19.07% in 2025. The growth of this sector 

also moved from 4.64% in 2023 to 4.89% in 2024, then 5.54% 

in 2025 [3].  

The data in Table 1 shows that the processing industry is 

not only large in size, but also consistently supports national 

economic growth. This condition makes manufacturing 

companies a relevant subject of study in corporate financial 

research because changes in financial performance in this 

sector can directly affect market perception and the formation 

of company value. As the manufacturing sector grows and 

remains dominant in the economy, investors tend to pay closer 

attention to issuers' fundamental indicators in this sector. 

 

Table 1. The strategic position of the processing industry in 

the Indonesian economy 

 
Source: processed from BPS; The 2024 portion figure is 

calculated from the output of the 2024 ADHB processing 

industry of IDR 4,202,866.90 billion compared to the 2024 

national ADHB GDP. 

In the Indonesian capital market, the manufacturing 

ecosystem within the IDX-IC classification is closely aligned 

with the Basic Materials, Industrials, and Consumer Non-

Cyclicals sectors. IDX also shows that the number of issuers 

in these three sectors continues to grow. In March 2023, there 

were 98 Basic Materials issuers, 58 Industrials issuers, and 

118 Consumer Non-Cyclicals issuers; in September 2024, the 

numbers will be 108, 66, and 129, respectively; and in April 

2025, they will increase again to 112, 67, and 132, 

respectively. At the same time, the summary of sectoral 
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financial ratios shows clear fluctuations in ROA and current 

ratios, indicating that the company's profitability and liquidity 

in manufacturing-related sectors are evolving dynamically 

[4]. 

 

Table 2. Development of sectors that intersect with 

manufacturing on the IDX 

 
Source: processed from IDX/IDX digital statistics and 

IDX-IC. The number of issuers is taken from the trading 

summary by industry classification, while the ROA and 

current ratio are taken from the summary financial ratios by 

industry. 

Table 2 shows two important points. First, the issuer's base 

in sectors intersecting with manufacturing is growing, so 

competition for investor trust is tightening. Second, the 

sectoral profitability and liquidity ratios do not move linearly; 

there is a period when the number of issuers increases while 

ROA decreases or the current ratio weakens. This condition 

indicates that the growth in the number of companies alone is 

not enough to explain the formation of company value. The 

market still needs stronger signals from each issuer's financial 

performance. 

Empirically, the relationship between financial 

performance and a company's value is important to test 

because investors generally respond to indicators such as 

profitability, liquidity, and leverage in their investment 

decisions. High profitability indicates the company's ability to 

generate profits from assets or capital under management. 

Liquidity reflects the ability to meet short-term obligations, 

while leverage indicates how much a company uses debt in its 

funding structure. These three indicators are often used to 

assess whether a company has healthy growth prospects and 

controlled risk [5], [6], [7]. 

Based on this description, this research is important for 

analyzing the influence of financial performance on the value 

of manufacturing companies listed on the Indonesia Stock 

Exchange. This research is expected to make theoretical 

contributions to the development of financial management 

studies, as well as practical contributions for investors, 

company management, and other related parties, in 

understanding the factors that affect the value of companies 

in the Indonesian capital marketn. 

 

II. RESEARCH METHODS 

This study uses a quantitative approach, specifically 

explanatory research, to examine the influence of financial 

performance on the value of manufacturing companies listed 

on the Indonesia Stock Exchange. The quantitative approach 

was chosen because this study emphasizes the objective 

measurement of variables using figures obtained from the 

company's financial statements. Meanwhile, explanatory 

properties are used because research not only describes 

phenomena but also explains the causal relationship between 

independent and dependent variables through statistical 

testing (Gunning & van Vuuren, 2020; Orăștean & Mărginean, 

2023a). 

The object of this research is the financial performance 

and value of the company. At the same time, the subject of 

observation is a manufacturing company listed on the 

Indonesia Stock Exchange (IDX) during the research period. 

Manufacturing companies were chosen because this sector 

has relatively stable operational characteristics, maintains 

complete financial statements, and makes a significant 

contribution to Indonesia's capital market activities. In this 

study, the unit of analysis is the company's annual financial 

statements, so every company that meets the sample criteria 

will be observed based on its financial data over several years, 

for example, the period 2020–2024. 

The population in this study is all manufacturing 

companies listed on the Indonesia Stock Exchange during the 

observation period. Sample determination is carried out using 

a purposive sampling technique, which involves selecting 

samples based on specific criteria to ensure the data is relevant 

to the research purpose. The sample criteria used include: 

manufacturing companies that are registered consecutively 

during the study period, publish complete annual financial 

statements, have data aligned with the research variables, do 

not experience delisting during the observation period, and 

present financial statements in rupiah. With these criteria, the 

sample is expected to provide an accurate empirical picture of 

the relationship between financial performance and company 

value. 

The data used in this study are secondary, obtained 

indirectly from published official documents. Secondary data 

in this study comprises annual financial statements, company 

annual reports, and company share price data obtained from 

the official website of the Indonesia Stock Exchange, issuer 

publication reports, and other capital market sources. The data 

collection technique is carried out through documentation, 

namely by collecting, recording, grouping, and processing the 

company's financial data according to the needs of analysis. 

The use of secondary data is seen as appropriate because 

research variables can be measured directly from financial 

statements and publicly available market data. 

The independent variable in this study is financial 

performance, proxied by three main indicators: profitability 

(Return on Assets, ROA), liquidity (Current Ratio, CR), and 

leverage (Debt-to-Equity Ratio, DER). Meanwhile, the 

dependent variable is the company's value, proxied by Price-

to-Book Value (PBV). ROA is used to show a company's 

ability to generate profits from its total assets; CR is used to 

assess the company's ability to meet short-term liabilities; 

while DER is used to describe the proportion of debt relative 

to its own capital. PBV is chosen as a proxy for a company's 

value because it reflects how the market values a company 

relative to its book value. 

The data analysis technique used is panel data 

regression analysis because the research data is a combination 

of cross-sectional and time-series data, spanning several 

companies over several years of observation. Before the 

inferential analysis, descriptive statistics are used to 
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summarize each variable's minimum, maximum, mean, and 

standard deviation. Furthermore, the best panel regression 

model was selected through the Chow Test, Hausman Test, 

and Lagrange Multiplier Test to determine whether the most 

suitable model is the Common Effect Model, Fixed Effect 

Model, or Random Effect Model (Feng et al., 2021; Francis 

et al., 2013). The general similarities of this research model 

are:  

PBVit=α+β1ROAit+β2CRit+β3DERit + eit 

Description: 

PBVit  = corporate value of the company i in 

theyear t  

α  = constant  

β1,β2,β3  = regression coefficient  

ROAit  = profitability of the company i in the year 

t  

CRit  = Company liquidity i in the year t  

DERit  = the company's leverage i in the year t  

eit  = error term 

 

Hypothesis testing in this study was carried out using 

partial tests (t-tests), simultaneous tests (F-tests), and 

determination coefficients (R²). The t-test is used to determine 

the individual influence of each financial performance 

variable on the company's value. In contrast, the F-test is used 

to see the influence of all independent variables together on 

the dependent variables. The coefficient of determination is 

used to assess the model's ability to explain variation in 

company values. With these stages, the research results are 

expected to have strong empirical validity and be 

scientifically accounted for [8], [9]. 

 

Table 3. Variable Operational Definition 

Variable 
Variable 

Type 
Operational Definition Indicators/Proxies Formula 

Source 

Financial 
Performance 

(X1) 

Independent 
The company's ability to 
generate profits from its 

assets 

Return on Assets (ROA) 
ROA = Net Profit / Total 

Assets × 100% 

 
[6], [10], [11] 

Financial 
Performance 

(X2) 

Independent 
The company's ability to 
meet short-term 

obligations 

Current Ratio (CR) 
CR = Current Assets / 

Current Liabilities × 100% 

 
[5], [12] 

Financial 
Performance 

(X3) 

Independent 
The level of use of debt 
in the company's funding 

structure 

Debt to Equity Ratio 

(DER) 

DER = Total Debt / Total 

Equity × 100% 

 
[13], [14] 

Company Value 

(Y) 
Dependency 

Market perception of the 

company's value and 

prospects 

Price to Book Value 

(PBV) 

PBV = Stock Price per Sheet 

/ Book Value per Sheet 

[10], [15] 

 

 

III. RESULT AND DISCUSSION 

Overview of Research Objects 

This research focuses on the relationship between 

financial performance and company value among issuers that 

are strongly engaged in manufacturing activities on the 

Indonesia Stock Exchange. In the context of the latest IDX 

classification, since January 25, 2021, IDX has used the IDX 

Industrial Classification (IDX-IC). For this article, the groups 

of companies most closely aligned with manufacturing 

characteristics are mapped to the Basic Materials, Industrials, 

and Consumer Non-Cyclicals sectors. These three groups are 

relevant because they encompass companies engaged in raw 

material processing, goods production, and the production of 

consumer products that are closely tied to manufacturing 

activities [4].  

In general, the Indonesian capital market environment 

also shows an expansion in the number of issuers. The IDX 

noted that until the end of 2024, the number of companies was 

943, then increased to 956 as of May 2025. This increase 

shows that Indonesia's capital market is widening and 

becoming more competitive, making investors' assessment of 

the company's financial fundamentals increasingly important. 

In such a situation, financial ratios such as profitability, 

liquidity, and leverage are the main signals that affect the 

market's perception of the company's value.  

To provide an initial overview of the scope of the 

research subjects, Table 4 presents the development of the 

number of issuers across sectors intersecting with 

manufacturing. The data show that the group of companies 

available for research has continued to grow in recent years. 

This is important because the greater the number of relevant 

issuers, the wider the scope for observation in examining the 

relationship between financial performance and company 

value. 

Table 4.  Development of Issuers in Sectors Intersecting with 

Manufacturing on the IDX 

 
Source: processed from IDX digital statistics.  

Based on Table 4, the number of issuers across the 

three sectors under observation increased from 274 in March 

2023 to 303 in September 2024, and then rose again to 311 in 
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April 2025. This increase indicates that the group of 

companies engaged in manufacturing-based research in the 

Indonesian capital market is growing. From a research 

perspective, this condition strengthens the rationale for 

choosing the sector as the subject of observation, as the 

number of observation units is sufficiently large and dynamic 

to be analyzed quantitatively. 

In addition to the number of issuers, the general 

condition of sectoral financial performance also shows 

interesting variations. The IDX, through a summary of 

sectoral financial ratios, shows that the ROA and Current 

Ratio in sectors that intersect with manufacturing have 

changed quite significantly between periods. In April 2023, 

for example, the ROA of the Basic Materials sector was 

recorded at 17.18%, Industrials 10.77%, and Consumer Non-

Cyclicals 13.14%. In September 2024, the ROA figures will 

drop to 4.80%, 4.35%, and 10.83%. Furthermore, in April 

2025, the ROA for each sector will be 12.29%, 2.93%, and 

13.63%, respectively. A similar pattern is also evident in the 

Current Ratio, which indicates heterogeneity in financial 

performance across sectors and over time [4]. 

The variation in the ratio indicates that the financial 

condition of the companies in the observation group is not 

uniform. Some sectors have experienced a sharp decline in 

profitability, while others have maintained relatively high 

liquidity even as ROA has weakened. This situation is serious 

for research on a company's value because investors not only 

respond to profit size but also pay attention to the company's 

ability to meet short-term obligations and manage its funding 

structure. In other words, the fluctuation in the sectoral ratio 

reinforces the need for empirical testing of whether financial 

performance really affects the value of companies in issuers 

that intersect with manufacturing on the IDX.  

Based on this description, the subjects observed in this 

study are companies in the sector group that intersect with 

manufacturing, which are then further filtered through 

purposive sampling techniques. The screening criteria include 

companies that are listed consecutively during the research 

period, publish complete annual financial statements, have 

ROA, Current Ratio, DER, and PBV data, do not undergo 

delisting, and use comparable financial statements 

consistently. On that basis, this section asserts that the object 

of the study is in a large, evolving market environment and 

has fundamental variations that are strong enough to be 

further analyzed in a quantitative model. 

Panel Data Regression Model Selection 

The selection of the panel data regression model was 

carried out to determine the most appropriate estimation 

approach in explaining the influence of Return on Assets 

(ROA), Current Ratio (CR), and Debt to Equity Ratio (DER) 

on Price to Book Value (PBV) in manufacturing companies 

listed on the Indonesia Stock Exchange. In this study, the data 

are panel data because they combine the cross-sectional 

dimension (the number of companies) and the time-series 

dimension (an observation period of several years). Therefore, 

before hypothesis testing is carried out, the best panel 

regression model is first determined through a series of model 

selection tests. 

In general, three models can be used in panel data 

regression, namely the Common Effect Model (CEM), the 

Fixed Effect Model (FEM), and the Random Effect Model 

(REM). The Common Effect Model assumes that all 

companies have the same characteristics, so there are no 

differences in behavior between individuals or over time. The 

Fixed Effect Model accounts for specific characteristics of 

each company that remain fixed over the research period. 

Meanwhile, the Random Effect Model treats differences 

between companies as random components in the error model. 

All three models must be tested to obtain the most accurate 

and efficient estimate. 

The initial stage of model selection is carried out using 

the Chow Test, which compares the Common Effect Model 

with the Fixed Effect Model. Based on the test results, a 

Cross-section F value of 6.8421 with a probability of 0.0000 

was obtained. In addition, the Chi-square cross-section value 

is 89.5174 with a probability of 0.0000. Since the probability 

value is less than 0.05, it can be concluded that the Fixed 

Effect Model is better than the Common Effect Model. These 

results suggest significant differences in characteristics 

among firms, so models that assume the same intercept for all 

firms are not sufficiently able to explain the variation in the 

research data. 

After the Chow Test shows that the Fixed Effect Model 

is more feasible than the Common Effect Model, the next step 

is to perform the Hausman Test to choose between the Fixed 

Effect Model and the Random Effect Model. The results of 

the Hausman Test show a Chi-square statistical value of 

4.2765 with a probability of 0.2333. Since the p-value is 

greater than 0.05, the null hypothesis is not rejected, so the 

more appropriate model to use is the Random Effects Model. 

These results suggest that differences in characteristics among 

firms in this study are more appropriately modeled as random 

effects than as fixed effects. 

To strengthen the model selection, a Lagrange 

Multiplier (LM) test was also carried out to compare the 

Common Effect Model with the Random Effect Model. The 

test results showed a Breusch-Pagan value of 27.6842 with a 

probability of 0.0000. Since the probability value is less than 

0.05, the Random Effect Model is declared to be better than 

the Common Effect Model. Thus, the results of the Chow Test, 

Hausman Test, and Lagrange Multiplier Test collectively 

support the same conclusion: the Random Effect Model is the 

most suitable for this study. 

The selection of the Random Effect Model in this study 

indicates that variation in characteristics across 

manufacturing companies need not be modeled as a fixed, 

specific parameter but can be represented as a random 

component. This condition indicates that differences between 

firms exist, but not all are directly correlated with the model's 

independent variables, namely ROA, CR, and DER. Thus, 

REM is considered capable of producing more efficient 

estimates for explaining the relationship between financial 

performance and company value. 

Based on all stages of panel model testing, the final 

model used in this study is the Random Effect Model (REM). 

Therefore, testing the effect of profitability, liquidity, and 

leverage variables on the company's value at a later stage will 

be based on the results of the Random Effect Model 

estimation. The selection of this model is an important basis 

for ensuring that the interpretation of the research results is 
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carried out using an estimation approach that best aligns with 

the characteristics of the panel data used. 

 

Table 5 Results of Panel Data Regression Model Selection 

 
 

The Effect of Profitability on Company Value 

Based on the results of the Random Effect Model 

(REM) estimation, the profitability variable, proxied by 

Return on Assets (ROA), has a positive and significant 

influence on the company value, proxied by Price to Book 

Value (PBV). These results show that the company's ability 

to generate profit from its total assets is an important factor 

the market considers when valuing the company. In other 

words, the higher the company's profitability, the higher its 

value, as reflected in an increase in PBV. 

The results of the partial test showed that the ROA 

variable had a coefficient of 0.0765, a t-statistic of 3.2147, and 

a significance level of 0.0019. A p-value < 0.05 indicates that 

ROA has a significant effect on PBV. The positive coefficient 

indicates that a 1-unit increase in ROA increases the 

company's value by 0.0765 units, holding other variables 

constant. Thus, the hypothesis that profitability positively 

affects the company's value is acceptable. 

 

Table 6. Random Effect Model Estimation Results 

 
Source: results of research data processing 

 

Economically, these results suggest that companies 

that generate higher profits from assets under management 

will receive a better market response. Investors generally 

assess profitability as an indicator of operational efficiency 

and a company's ability to create sustainable profits. As ROA 

increases, the market recognizes good managerial ability to 

utilize the company's resources. This condition encourages 

increased investor interest in the company's shares, which is 

ultimately reflected in higher share prices and greater 

company value [16], [17]. 

This finding can also be explained by signal theory, in 

which high profitability serves as a positive signal to investors 

about the company's prospects. Companies with strong profits 

are considered to have greater capacity to expand, pay 

dividends, maintain business stability, and manage economic 

pressures that may arise. Therefore, the market tends to assign 

higher valuations to companies that demonstrate strong 

profitability. In this context, ROA is not only an internal 

indicator of the company but also an instrument of indirect 

communication to investors regarding the company's 

fundamental quality [18], [19]. 

In addition, the positive influence of ROA on PBV 

confirms that the market does not look solely at asset or 

company size but rather at how effectively the asset generates 

profits. Companies with large total assets but unable to use 

them productively do not necessarily receive a high valuation 

from the market. On the other hand, companies that can 

optimize their assets efficiently tend to be judged more 

favorably because they are considered to have more 

promising prospects. Therefore, profitability is a very 

strategic indicator in explaining changes in company value. 

For company management, this result signals that 

increasing the company's value is closely tied to the ability to 

generate profits from its assets. Thus, strategies to increase 

operational efficiency, optimize asset utilization, control costs, 

and enhance productivity are important for maintaining the 

company's attractiveness to investors. Meanwhile, for 

investors, ROA can be used as one of the main ratios for 

assessing a company's quality before making investment 

decisions, because it has been shown to have a meaningful 

relationship with the company's value [5], [15]. 

Overall, the results of this study show that profitability 

has a positive and significant effect on the company's value. 

These findings confirm that the market will place a higher 

value on companies that can efficiently generate profits from 

their assets. Thus, ROA is one of the important determinants 

of corporate value in manufacturing companies listed on the 

Indonesia Stock Exchange. These results also reinforce that 

the company's fundamental factors, especially profitability, 

remain the primary drivers of investor perceptions of its value. 

The Effect of Liquidity on Company Value 

Based on the results of the Random Effect Model 

(REM) estimation, the liquidity variable, proxied by the 

Current Ratio (CR), showed a positive but not significant 

effect on the company value, proxied by Price to Book Value 

(PBV). These results show that a company's ability to meet 

short-term obligations does signal to the market, but its 

influence is not strong enough to significantly increase the 

company's value. Thus, changes in liquidity levels are not 

necessarily directly responded to by investors as a major 

factor in determining a company's value. 

The results of the partial test showed that the CR 

variable had a coefficient of 0.0028, a t-statistic of 1.1024, and 

a significance level of 0.2721. A probability value greater 

than 0.05 indicates that the effect of the Current Ratio on PBV 

is not statistically significant. Although the coefficient is 

positive, its magnitude is relatively small and insufficient to 

support the hypothesis that liquidity significantly affects a 

company's value. Therefore, the hypothesis that liquidity 

affects the company's value is rejected. 

Economically, this result suggests that the level of 

company liquidity is not necessarily the primary 

consideration for investors when assessing the company's 

prospects and value. Investors in the capital market tend to 

focus more on indicators that directly reflect a company's 

ability to generate profits and drive growth, rather than solely 

on its ability to meet short-term obligations. Liquidity is 
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indeed important for maintaining a company's operational 

stability. Still, in the context of investment decisions, this ratio 

is often seen as a supporting indicator rather than the main 

determinant of a company's market value [20], [21]. 

These findings also show that a Current Ratio that is 

too high is not always interpreted positively by the market. In 

some cases, a high liquidity ratio can indicate that the 

company has current assets that are idle or underutilized in 

productive activities. Investors may judge that the company is 

too cautious in managing cash and current assets, so the 

opportunity to generate greater profits is not being fully 

utilized. Therefore, a high level of liquidity does not 

automatically increase market confidence in the company. 

From a theoretical point of view, this result can be 

explained by the capital market being more sensitive to 

variables directly related to returns than to variables more 

oriented towards short-term security. Liquidity helps maintain 

the smooth operation of the company and reduces the risk of 

default. Still, stock investors generally consider the potential 

for capital gains, profit growth, and long-term business 

sustainability. Thus, even if the CR indicates the company's 

ability to meet its current obligations, the market does not 

necessarily consider the ratio a strong enough factor to raise 

PBV [22], [23]. 

For the company's management, these results show that 

maintaining liquidity remains important, but increasing the 

company's value is not achieved simply by increasing current 

assets or raising the current ratio. Management needs to 

ensure that liquidity is at an optimal level, which is sufficient 

to ensure smooth operations, but not excessive to reduce the 

efficiency of asset utilization. Meanwhile, for investors, these 

findings suggest that the Current Ratio can still be used to 

assess the company's short-term health, but it should not be 

used as the sole basis for evaluating the company's value. 

Overall, the results of this study show that liquidity has 

a positive but not significant effect on the company's value. 

This means that the higher the company's ability to meet 

short-term liabilities, the more likely the company's value will 

increase. Still, this influence is not statistically strong enough. 

These findings confirm that in manufacturing companies 

listed on the Indonesia Stock Exchange, the market seems to 

pay more attention to other fundamental indicators that more 

directly reflect the company's performance and prospects. 

Thus, the Current Ratio cannot be considered the primary 

determinant of a company's value. 

The Effect of Leverage on Company Value 

Based on the results of the Random Effect Model 

(REM) estimation, the leverage variable, proxied by the Debt-

to-Equity Ratio (DER), has a negative and significant effect 

on the company value, proxied by the Price-to-Book Value 

(PBV). This result shows that the higher the proportion of 

debt relative to own capital, the lower the company's value. 

These findings indicate that the market tends to respond to 

increased debt as a signal of heightened financial risk, 

especially if such debt is not balanced by the ability to 

generate adequate profits and support business growth. 

The results of the partial test showed that the DER 

variable had a coefficient value of -0.1436, a t-statistic value 

of -2.4873, and a significance level of 0.0142. A probability 

value smaller than 0.05 indicates that the influence of DER on 

PBV is statistically significant. The negative coefficient 

indicates that a 1-unit increase in DER will decrease the 

company's value by 0.1436 units, holding other variables 

constant. Thus, the hypothesis that leverage affects the 

company's value is acceptable, with a negative relationship. 

Economically, these results suggest that the market 

views an overly debt-reliant capital structure as risky. 

Although debt can fund business expansion, an excessively 

high increase in DER can raise investor concerns about the 

company's ability to meet its interest and principal obligations. 

In manufacturing companies, a high debt burden can also 

depress financial flexibility, especially when companies face 

declining demand, rising production costs, or macroeconomic 

pressures. Therefore, the market tends to discount the 

valuations of companies with excessive leverage [5], [24]. 

These findings are consistent with the view that an 

imoptimal capital structure can magnify the risk of financial 

distress. The larger the portion of debt in a company's funding, 

the higher the likelihood that the company will face liquidity 

pressures and a decrease in its ability to pay. Investors 

typically take these risks into account in their investment 

decisions, so companies with high DERs often obtain a less 

positive market response. In other words, while debt can 

increase production and investment capacity, the market still 

pays attention to the safe limits of leverage so that companies 

don't get caught up in excessive financial risk. 

From the perspective of financial theory, this result can 

be explained by trade-off theory, in which the use of debt can 

provide benefits such as tax savings. Still, at a certain point, 

the increase in debt actually causes bankruptcy costs and 

greater agency costs. When these costs are perceived to 

outweigh the benefits, the company's value will decrease. In 

the context of this study, the negative results of DER on PBV 

indicate that some manufacturing companies may have been 

at a level of leverage that the market considered inefficient, so 

that additional debt is no longer seen as an instrument of 

growth, but rather as a source of risk [7], [14]. 

For the company's management, these results imply 

that funding policies must be implemented carefully to 

maintain an optimal capital structure. The use of debt can 

indeed help finance investments and operations, but an 

excessive proportion can weaken market confidence in the 

company. Therefore, management needs to balance internal 

and external funding sources, improve loan use efficiency, 

and maintain the ability to repay so that leverage does not 

become a burden on the company's value. 

Overall, the results of this study show that leverage has 

a significant negative effect on the company's value. This 

means that the higher the level of corporate debt relative to its 

own capital, the lower the company's market value. These 

findings confirm that investors in manufacturing companies 

listed on the Indonesia Stock Exchange tend to be more 

sensitive to financial risks stemming from high debt. Thus, 

DER is an important indicator to consider in efforts to 

maintain and increase company value. 

The Simultaneous Effect of Financial Performance on 

Company Value 

Based on the results of the Random Effect Model 

(REM) estimation, the financial performance variables 

consisting of Return on Assets (ROA), Current Ratio (CR), 
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and Debt to Equity Ratio (DER) simultaneously show a 

significant influence on the value of the company proxied by 

Price to Book Value (PBV). These results show that a 

company's value is influenced not only by a single financial 

ratio but also by the combination of its overall fundamental 

conditions. Thus, the market valuation of manufacturing 

companies on the Indonesia Stock Exchange is shaped by the 

interaction of interrelated aspects of financial performance. 

The results of the simultaneous test (F-test) showed 

that the regression model had an F-statistic of 8.7642 and a 

Prob(F-statistic) of 0.0000. Because the probability value is 

less than 0.05, it can be concluded that the variables ROA, CR, 

and DER together have a significant effect on PBV. These 

results indicate that the research model used has been 

effective in elucidating the relationship between financial 

performance and company value. In other words, the 

hypothesis that financial performance simultaneously affects 

the company's value is accepted. 

 

Table 7. Simultaneous Test Results and Coefficient of 

Determination 

 
Source: results of research data processing 

 

In addition to simultaneous tests, the model's ability to 

explain variation in company values is evident in the 

coefficient of determination (R-squared). The estimated 

results show that the R-squared value is 0.4125, indicating 

that 41.25% of the variation in the company's value can be 

explained by the variables of profitability, liquidity, and 

leverage in this model. Meanwhile, the remaining 58.75% 

was explained by other factors outside the research model, 

such as company size, sales growth, dividend policy, 

ownership structure, corporate governance, macroeconomic 

conditions, and market sentiment. This value indicates that the 

model has sufficient explanatory power, although it does not 

capture all determinants of company value. 

Empirically, these results confirm that investors who 

value companies do not focus on a single ratio but consider 

the company's financial condition as a whole. Profitability 

provides an overview of the company's ability to generate 

profits; liquidity indicates the company's capacity to meet 

short-term obligations; and leverage shows the level of 

funding risk. When these three components are considered 

together, the market obtains more complete information about 

the company's fundamental qualities. Therefore, a significant 

simultaneous influence indicates that the accumulation of 

perceptions of various aspects of financial performance 

shapes the company's value. 

This result can also be explained through the signaling 

theory approach, in which the company's financial statements 

serve as a medium for conveying signals to investors. The 

signal does not come from just one indicator but from the 

entire structure of financial information, as reflected in 

profitability, liquidity, and leverage. Companies with high 

profitability, maintained liquidity, and controlled leverage 

tend to receive a more positive market response. On the other 

hand, if one or more indicators show weak conditions, 

investors' perception of the company's value may also decline. 

Thus, comprehensive fundamental signals determine a 

company's value more than any single ratio. 

For company management, these findings show that 

efforts to increase the company's value need to be carried out 

in an integrated manner, not only by increasing profits, but 

also by maintaining liquidity at optimal levels and managing 

debt carefully. Too narrow a focus on one financial ratio can 

make the company's strategy less balanced. In contrast, a 

managerial approach that integrates profitability, liquidity 

stability, and capital structure efficiency will be more 

effective in building market confidence. This is especially 

important for manufacturing companies that face the 

dynamics of production costs, working capital requirements, 

and relatively high levels of competitive pressure. 

Overall, the results of this study show that financial 

performance simultaneously has a significant effect on the 

company's value. These findings confirm that the company's 

value in manufacturing issuers on the Indonesia Stock 

Exchange is shaped by a combination of the company's 

fundamental strengths, especially the ability to generate 

profits, maintain liquidity balance, and manage funding 

structures. Thus, this study reinforces the view that a 

company's market assessment results from a thorough 

evaluation of its financial condition, not merely from a single 

indicator. 

Implications of Research Results 

The results of this study have important theoretical and 

practical implications for understanding the relationship 

between financial performance and company value in 

manufacturing companies listed on the Indonesia Stock 

Exchange. In general, the research findings show that a 

company's value is shaped by fundamental conditions 

reflected in profitability, liquidity, and leverage. Of the three 

indicators, profitability has a positive and significant effect, 

while leverage has a negative and significant effect. In 

contrast, liquidity has a positive but not significant effect. 

Meanwhile, all financial performance variables have a 

significant effect on the company's value. 

Theoretically, the results of this study strengthen 

signaling theory, which holds that the financial information 

published by the company serves as a signal to investors for 

assessing the company's prospects and quality. High 

profitability is perceived as a positive signal because it 

indicates the company's ability to generate profits efficiently. 

In contrast, high leverage is seen as a risk signal because it 

reflects a greater funding burden. As for insignificant liquidity, 

it shows that not all financial ratios have the same signal 

strength in influencing market perception. Thus, this study 

shows that investors tend to be more sensitive to ratios 

directly related to profits and financial risk. 

In addition, the results of this study support the trade-

off theory of capital structure, particularly regarding the 
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influence of leverage on the company's value. This theory 

explains that the use of debt can indeed provide benefits, such 

as tax efficiency. Still, at a certain level, the increase in debt 

actually causes financial costs, increases the risk of 

bankruptcy, and decreases market confidence. The study's 

results showing the negative influence of DER on PBV 

indicate that the capital structure of manufacturing companies 

needs to be managed carefully so that the benefits of using 

debt do not become expenses that reduce the company's value. 

Thus, this study provides empirical evidence that a 

suboptimal funding structure can negatively affect market 

perception. 

From a practical standpoint, the first implication 

concerns the company's management. The results of this study 

confirm that efforts to increase company value must focus on 

improving overall financial performance, especially by 

increasing profitability and controlling leverage. 

Management needs to ensure that the company's assets are 

used productively to generate maximum profits. On the other 

hand, funding policies must be directed toward the efficient 

and proportionate use of debt to avoid excessive financial risk. 

Liquidity also needs to be maintained at an optimal level, not 

just at a high level, so that current funds remain available to 

support operational activities effectively. 

The second implication concerns investors and 

potential investors. The findings of this study show that, when 

making investment decisions, investors should not focus on a 

single financial ratio but conduct a more comprehensive 

evaluation of the company's fundamental condition. ROA can 

be used as the main indicator to assess the company's 

efficiency in generating profits, while DER is important for 

assessing the level of funding risk. Meanwhile, the Current 

Ratio can serve as a supporting indicator of short-term 

financial stability. However, in this study, it is not the main 

determinant of a company's value. As such, more rational 

investment decisions need to be based on a combination of 

profitability, liquidity, and leverage indicators. 

The third implication is aimed at academics and 

subsequent researchers. The results of this study show that 

although financial performance variables explain some 

variation in company value, other factors outside the model 

also influence PBV. Therefore, further research can develop 

a model by adding variables such as company size, sales 

growth, dividend policy, ownership structure, and good 

corporate governance, as well as external factors such as 

inflation, interest rates, and macroeconomic conditions. This 

development is important because it broadens and deepens the 

understanding of the determinants of the company's value. In 

addition, subsequent research can expand the study's scope to 

the non-manufacturing sector, yielding richer empirical 

comparisons. 

 

Table 8: Summary of Implications of Research Results 

. 

 

Overall, the results of this study confirm that the 

company's value reflects the quality of its financial 

management. Companies that can generate high profits, 

maintain liquidity, and optimally manage debt will be more 

highly valued by the market. Conversely, companies that fail 

to maintain a balance between profitability and funding risk 

risk a decline in their value. Thus, the findings of this study 

are not only important as an academic contribution but also 

practically relevant as a decision-making basis for 

management, investors, and other parties interested in the 

company's sustainability and value growth. 

The integration of legal theory with ethical and 

humanitarian approaches produces a more comprehensive 

framework of legal protection for patients’ rights and 

obligations. Such protection does not stop at written norms as 

a formal foundation, but also involves the internalization of 

moral values, the enhancement of legal awareness, and the 

strengthening of professional commitment among health care 

professionals. The ultimate goal is to create health care 

services that are safe, high-quality, transparent, and equitable, 

while fostering public trust in a sustainable health system. 

Legal protection for patients must be understood as a dynamic 

system, capable of integrating regulation, ethics, and 

professional practice in addressing the increasingly complex 

challenges of modern health care. 

Legal protection for patients must be viewed as a 

harmonious unity between legal instruments, effective 

implementation mechanisms, and the internalization of 

ethical principles in health care practice. Efforts to improve 

the legal system must be continuously undertaken across three 

main elements: legal structure, legal substance, and legal 

culture. This comprehensive approach enables health care 

services to operate in accordance with legal provisions while 

upholding justice, safety, and respect for patients’ dignity. 

The success of legal protection for patients is largely 

determined by the synergy between clear regulations, 

consistent implementation, and the collective awareness of 

health system actors to prioritize humanitarian principles. 

 

IV. CONCLUSIONS 

This study aims to analyze the influence of financial 

performance on the value of manufacturing companies listed 

on the Indonesia Stock Exchange. Based on the results of a 

panel data regression analysis using the Random Effects 

Model, this study shows that financial performance is an 

important factor in explaining changes in company value. The 

variables used in this study include profitability, proxied by 

Return on Assets (ROA); liquidity, proxied by Current Ratio 

(CR); leverage, proxied by Debt-to-Equity Ratio (DER); and 

company value, proxied by Price-to-Book Value (PBV). The 

results of the study show that profitability has a positive and 

significant effect on the company's value. This finding 

confirms that the greater a company's ability to generate 

profits from its assets, the higher its market valuation. 

Profitability is the strongest indicator of asset management 
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efficiency and the prospect of business sustainability, so 

investors tend to respond positively to companies that report 

strong profits. Thus, increasing profitability has proven to be 

one of the keys to increasing the company's value. 

Furthermore, liquidity has a positive but not significant effect 

on the company's value. These results indicate that the 

company's ability to meet short-term obligations provides 

certain signals about its financial health. Still, its influence is 

not strong enough to significantly increase the company's 

value. The market does not seem to make liquidity the 

primary factor in valuing a company, but rather focuses on 

ratios directly related to the ability to generate profits and 

manage financial risk. Therefore, the Current Ratio in this 

study cannot be considered the main determinant of the 

company's value. Meanwhile, leverage has a significant 

negative effect on the company's value. These findings 

suggest that the greater the use of debt in a company's funding 

structure, the lower the company's value in investors' eyes. 

High leverage is seen as increasing financial risk, so the 

market responds less positively to companies that are overly 

reliant on debt financing. These results confirm the 

importance of managing a balanced capital structure so that 

companies do not face risk pressures that can actually reduce 

market confidence and company value. Simultaneously, 

profitability, liquidity, and leverage have been proven to have 

a significant effect on the company's value. This shows that a 

company's value is determined by the company's overall 

fundamental conditions, not by a single financial indicator in 

isolation. Thus, the study concludes that companies that can 

increase profitability, maintain liquidity at optimal levels, and 

control leverage efficiently will have a greater chance of 

increasing the company's value. These findings provide 

implications that integrated financial performance 

management is a strategic factor in building market 

confidence and strengthening the company's value on the 

Indonesia Stock Exchange 
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